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Orange, California 92868



Orange County Transportation Authority Board Meeting
Orange County Transportation Authority Headquarters
First Floor - Room 154

600 South Main Street, Orange, California

Monday, February 9, 2009, at 9:00 a.m.

REVISED

Any person with a disability who requires a modification or accommodation in order to
participate in this meeting should contact the OCTA Clerk of the Board, telephone
(714) 560-5676, no less than two (2) business days prior to this meeting to enable
OCTA to make reasonable arrangements to assure accessibility to this meeting.

Agenda Descriptions

The agenda descriptions are intended to give members of the public a general
summary. of items of business to.be transacted or discussed.. The posting-of the-
recommended actions does not indicate what action will be taken. The Board of
Directors may take any action which it deems to be appropriate on the agenda item
and is not limited in any way by the notice of the recommended action.

Public Comments on Agenda ltems

Members of the public wishing to address the Board of Directors regarding any item
appearing on the agenda may do so by completing a Speaker’s Card and submitting
it fo the Clerk of the Board. Speakers will be recognized by the Chairman at the time

the agenda item is to be considered. A speaker's comments shall be limited to
three (3) minutes.

Public Availability of Agenda Materials

All documents relative to the items referenced in this agenda are available for public
inspection at www.octa.net or through the Clerk of the Board's office at the OCTA
Headquarters, 600 South Main Street, Orange, California.




ACTIONS

Call to Order

Invocation
Director Green

Pledge of Allegiance
Director Norby

Special Matters

1. Presentation of Reéolutiuns of Appreciation for Employees of the Year
for 2009

Present Orange County Transportation Authority Resolutions of Appreciation
Nos. 2009-006, 2009-007, 2009-008 to Tadahisa Ogawa, Coach Operator;

Jose Ruiz, Maintenance; and Edwin Byme, Administration, as Employees of
the Year for 2009.

Consent Calendar (ltems 2 through 14)

All matters on the Consent Calendar are to be approved in one motion unless a
Board Member or a member of the public requests separate action on a specific item,

Orange County Transportation Authority Consent Calendar Matters

2. Approval of Minutes

Of the Orange County Transportation Authority and affiliated agencies' regular
meeting of January 26, 2009.
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OCTA

o ' ACTIONS
3. Fiscal Year 2007-08 Auditor's Communication with Those Charged with
Governance

Kathieen M. O'Connell

Overview

The Orange County Transportation Authority is required to obtain an
independent auditor's opinion on its Comprehensive Annual Financial Report,
various fund financial statements, schedules, and agreements.
Mayer Hoffman McCann P.C., an independent accounting firm, conducted the
annual audit of the Orange County Transportation Authority’s financial
statements, schedules and agreements for fiscal year 2007-08, and has
issued its reports thereon. Mayer Hoffman McCann P.C., as required by
United States Generally Accepted Auditing Standards and Office of
Management and Budget Circular A-133, has herewith issued its
Auditor's Communication with Those Charged with Govemance.

- Recommendation

Receive and file the fiscal year 2007-08 Auditor's Communication with Those
Charged with Governance.

4. Fiscal Year 2007-08 Management Letier
Kathleen M. O'Connell

Overview

in connection with its annual audit of the Orange County Transportation
Autharity's financial statements, schedules, and agreements for fiscal year
2007-08, Mayer Hoffman McCann P.C. has issued a management letter,
which identified certain deficiencies in internal control that are considered to
be significant deficiencies as defined by the American Institute of
Certified Public Accountants, Statement on Auditing Standards Number 112.

None of the significant deficiencies were considered to be material
weaknesses.
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ACTIONS

4, (Continued)

Recommendation

Direct the Internal Audit Department to track resolution of deficiencies
identified in the fiscal year 2007-08 Management Letter.

5. Fiscal Year 2007-08 Annual Financial Reports
Kathleen M. O'Connell

Overview

The Orange County Transportation Authority is required fo obtain an
independent auditor's opinion on various financial statements, schedules, and
agreements. Mayer Hoffman McCann P.C., an independent accounting firm,
has completed its annual audit of the Orange County Transportation
Authority’s financial statements, schedules, and agreements for fiscal year
2007-08, and reports are included herewith.

Recommendation

Receive and file the fiscal year 2007-08 annuai financial reports as information
items.

6. Reports on the Annual Transportation Development Act Audits for Fiscal
Year 2007-08

Kathleen M, O'Connell

Overview

Pursuant to Sections 6683 and 6751 of the California Code of Regulations,
audits of Transportation Development Act Article 3 Funds for the
Pedestrian and Bicycle  Facilites  Program and audits  of
Articles 4 and 4.5 Funds for the Transit and Paratransit Operating and
Capital Programs were conducted for the fiscal year ended June 30, 2008, by
Mayer Hoffman McCann P.C.

Recommendation

Receive and file as an information item.
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. ACTIONS
7. Federal Legislative Status Report

Richard J. Bacigalupo

Overview

This report provides an update on the progress of economic stimulus
legislation in Congress and summarizes the recent House Rail Subcommittee
on Rail Pipelines and Hazardous materials hearing on rail capacity issues.

Recommendation
Receive and file as an information item.

8. Contract for Supplemental Federal Advocacy Services
Richard J. Bacigalupo

Overview

~As the 111th Congress begins and a new administration takes office, a
number of new subject mafter issues will come to the forefront in
Washington D.C., including federal climate Ilegislation, rail corridor
development, and rail safety. The Orange County Transportation Authority
has received an unsolicited proposal for federal advocacy services which
would supplement existing efforts in Washington D.C. to address these new
issues.

Committee Recommendation

Oppose staff's recommendation to authorize the Chief Executive Officer fo
execute an agreement between the Orange County Transportation Authority
and Kadesh & Associates, LLC, in the amount of $8,000 per month, for the
period of March 1, 2009, fo February 28, 2010, fo supplement existing federal
advocacy services.

9. Proposition 1B State-Local Partnership Program Project Approvals
Adriann Cardoso/Kia Mortazavi

Overview

The guidelines for the Proposition 1B State-Local Partnership Program have
been released and staff has developed a program of projects to submit to the
California Transportation Commission. The project nominations are presented
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ACTIONS

9. (Continued)

Recommendations

A Authorize the Chief Executive Officer to submit project nominations to
the California Transportation Commission for the Proposition 1B
State-Local Partnership Program and commit local matching funds as
proposed.

B. Authorize staff to make all necessary amendments to the Regional
Transportation Improvement Program and execufe any necessary
agreements to facilitate the actions above.

C.  Authorize the Chief Executive Officer to submit additional projects or
substitute eligible projects from the Measure M streets and roads
program as necessary to retain all Proposition 1B State-Local
Partnershrp Program revenue for fzscal year 2008- 09

Orange County Transportation Dlstnct Consent Calendar Matters

10. . Vanpool Program Update and Request to Amend Subsidy Budget
Sandy Boyle/Ellen 8. Burton

Overview

The Orange County Transportation Authority vanpool program has shown
steady growth since its inception in July 2007 and exceeded projections during
fiscal year 2008-08. At the end of 2008, there were a total of 275 vanpools
active in the program. This report provides an update on the program and
requests authorization fo amend the budget for vanpool subsidies.

Recommendations
A. Amend the Orange County Transportation Authority's Fiscal Year

2008-09 Budget by $101,342 to cover additional subsidies as a resuit
of revised growth projections for the vanpool pragram.
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ACTIONS'

10.  {Continued)

B. Amend the Orange County Transportation Authority's revenue budget
by $89,718 to recognize the federal funds that will cover the cost of this

amended expense and increase Local Transportation Funds by
$11,624 to cover the balance.

C. Receive and file the vanpool program update.

Orange County Local Transportation Authority Consent Calendar
Matters :

11. Close-Out Audit of Joint Powers Agreement No. 12-281,
San Diego Freeway (Interstate 405)/Costa Mesa Freeway (State Route 55)
Interchange High-Occupancy Vehicle Connectors
Kathieen M. O'Connell

Overview"

Under the direction of the Internal Audit Department of the Orange County
Transportation Authority, a close-out audit of Joint Powers Agreement 12-281,
San Diego Freeway (Interstate 405)/Costa Mesa Freeway (State Route 85)
Interchange  High-Occupancy  Vehicle Connectors, between the
Orange County Transportation Authority and the California Department of
Transportation has been completed. Recommendations have been offered fo
improve contract administration. Both the California Department of
Transportation and management have provided responses.

Recommendation

Direct Orange County Transportation Authority staff to implement
recommendations two through four in the close out audit of
Joint Powers Agreement No. 12-281, San Diego Freeway
(Interstate 405)/Costa Mesa Freeway (State Route 55) Interchange
High-Occupancy Vehicle Connectors, Internal Audit Report No. 08 011,
except for initiating a claim to the California Department of Transportation.
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OCTA /

' ' - ACTIONS
12.  Cooperative Agreement with the California Department of Transportation
for the Northbound Orange Freeway (State Route 57) Widening Project
Arshad Rashedi/Kia Mortazavi

Overview

The Orange County Transportation Authority proposes to enter into a
cooperative agreement with the California Department of Transportation for
that agency to perform all right-of-way activities on the northbound
Orange Freeway (State Rouie 57) widening project between
Orangethorpe Avenue and Lambert Road.

Recommendation

~ Authorize the Chief Executive Officer to execute Cooperative Agreement No,
C-8-0180 between the Orange County Transportation Authority and the
California  Department: of - Transportation, in an amount not to exceed |.
$6.5 million, to perform right-of-way services for the northbound

Crange Freeway (State Route 57) widening between Orangethorpe Avenue
and Lambert Road.

13. Semi-Annual Review of Grant-Funded Sireet Projects
Roger M. Lopez/Kia Mortazavi

Overview

The Orange County Transportation Authority recently completed the
semi-annual review of projects funded through the Combined Transportation
Funding Program. This process reviews the status of grant-funded streets
and roads projects and provides an opportunity for local agencies to update
project information. The requested changes and recommendations are
provided for review and approval.

Recommendation

Approve adjusiments to the Combined Transportatson Funding Program
preject allocations as presented.
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OCTA

ACTIONS
14. Maintenance Agreement for Gateway Monument as Part of the

Santa Ana Freeway (Interstate 5) Gateway Project
Charles Guess/Kia Mortazavi

Overview

The Orange County Transportation Authority proposes to enter into a
maintenance agreement with the California Department of Transportation for
the new gateway monument. A maintenance agreement is required to
establish the roles and responsibilities for maintaining this gateway monument
located along the Santa Ana Freeway (Interstate 5) at the Artesia Boulevard
inferchange in Buena Park.

Recommendation

Authorize the Chief Executive Officer to execute the Agreement for
Maintenance of Gateway Monument in the City of Buena Park between the
Orange County Transportation Authority and the California Department of
Transportation for annual maintenance of the gateway monument.

Regular Calendar

Orange County Transportation Authority Regular Calendar Matters
15. Adoption of Revisions to Orange County Transportation Authority's
Procurement Policies and Procedures
Virginia Abadessa/James S. Kenan

Overview

The Orange County Transportation Authority has adopted procurement
policies and procedures that guide all procurement activity. Over the past
several months, the Executive Committee has been discussing possible
changes to the procurement process.

Recommendation

Approve the revisions to the procurement policies and procedures as
recommended by the Executive Commiittee and authorize staff to implement.
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OCTA

Orange County Local Transportation Authority Regular Calendar
Matters

16.

17.

Anaheim Regional Transportation Intermodal Center Update and
Consultant Selection for Environmental Clearance and Advanced
Conceptual Design

Jennifer Bergener/Kia Mortazavi

Overview

The Orange County Transportation Authority and the City of Anaheim are

working collaboratively to further the development of the Anaheim Regional

Transportation Intermodal Center. The Board of Directors has approved roles

and responsibilities for the further development of the transportation center,

designating the Orange County Transportation Authority as the lead agency

for environmental clearance and associated advanced conceptual design.

This report provides an overview of project status and recommends award of
a sole” source™ contract t0 complete the environmental clearance and”
associated advanced conceptual design.

Recommendation

Authorize the Chief Executive Officer to negotiate and execute an agreement
between the Orange County Transportation Authority and the firm of Jones &
Stokes Associates, Inc., in an amount not to exceed $2,800,000, contingent
upon the internal Audit Department’s review of cost and price.

Measure M Quarterly Progress Report
Norbert Lippert/Kia Mortazavi

Overview

Staff has prepared a Measure M progress report for the fourth quarter of 2008.
This is a regular report that highlights the Measure M projects and programs
currently under development.

Recommendation

Receive and file as an information item.
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OCTA

Discussion ltems

18.

19.
20.
21.

22.

Public Comments

At this time, members of the public may address the Board of Directors
regarding any items within the subject matter jurisdiction of the Board of
Directors, but no action may be taken on off-Agenda items unless
authorized by law. Comments shall be limited to three (3) minutes per
speaker, unless different time limits are set by the Chairman- subject to the
approval of the Board of Directors.

Chief Executive Officer's Report

Directors’ Reports

Closed Session

Pursuant fo Government Code Section 54956.9(a) fo discuss: -

A. Consuelo Marinez vs. OCTA, et al; OCSC No. 07CC12402; and

B. Jermry  Raymond Frazier, H  vs. OCTA, et al OCSC
No. 30-2008-00101438.

Adjournment

The next regularly scheduled meeting of this Board will be held at 9:00 a.m.
on Monday, February 23, 2009, at the OCTA Headquarters.
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TADAHISA OGA WA

WHEREAS, the Orange County Transportation Authority recognizes and
commends Tadahisa Ogawan; and

WHEREAS, be it known that Tadahisa Ogawa has been a principal player at
the OCTA, his teamwork and partnership is evident be being a member of the Santa
Ana Base’s Wellness team; and has performed his responsibilities as a Coach
Operator in a professional, safe courteous and reliable manner; and

WHEREAS, Tadahisa Ogawa has demonstrated his integrity by maintaining
petfect attendance for 25 years. His dedication exemplifies the high standards set
forth for Orange County Transportation Authority employees; and

WHEREAS, Tadahisa Ogawa has demonstrated that safety is paramount by
achieving 25 years of safe driving and that courtesy to his customers ensures
continued patronage for OCTA; and

Now, THEREFORE, BE IT RESOLVED that the Authority does hereby
declare Tadahisa Ogawa as the Orange County Transportation Authority Coach
Operator of the Year for 2008; and

BE IT FURTHER RESOLVED that the Orange County Transportation
Authority Board of Directors recognizes Tadahisa’s valued service to the Authority.

Dated: February 9, 2009

Peter Buffa, Chairman Arthur T. Leahy, Chief Executive Officer
Orange County Transportation Authority Orange County Transportation Authority

OCTA Resolution No. 2009-006




JOSE RUIZ

WHEREAS, the Orange County Transportation Authority recognizes and
commends Jose Ruiz; and

WHEREAS, be it known that Jose Ruiz is a valued member of the
Maintenance Department.

WHEREAS, Jose Ruiz is an excellent Senior Facilities Technician with
outstanding attendance and safety records; he has been a Safety Captain for eight
consecutive years;

WHEREAS, Jose Ruiz performs quality repairs and maintenance on
Authority properties and equipment, and his technical expertise enables the
completion of more difficult and challenging repairs

WHEREAS, Jose Ruiz exhibits a work ethic that motivates fellow employees
to a higher level, and he has demonstrated a professional commitment to provide the
highest quality of service to our customers; his desire to excel is duly noted.

Now, THEREFORE, BE IT RESOLVED that the Authority does hereby
declare that Jose Ruiz is the Orange County Transportation Authority Maintenance
Employee of the Year for 2008; and

BE IT FURTHER RESOLVED that the Orange County Transportation
Authority Board of Directors recognizes Jose Ruiz’s valued service to the Authority.

Dated: February 9, 2009

Peter Buffa, Chairman Arthur T. Leahy, Chief Executive Officer
Orange County Transportation Authority Orange County Transportation Authority

OCTA Resolution No. 2009-007




.Mz, ~

EDWIN BYRNE

WHEREAS, the Orange County Transportation Authority Board of Directors
recognizes and commends Edwin Byrne; and

WHEREAS, be it known that Edwin has demonstrated his abilities as an
outstanding risk management professional providing superior performance managing
the Authority’s Workers’ Compensation program in order to reduce workplace
injuries and administrative and program costs; and

WHEREAS, Edwin’s exceptional organizational skills, communication
abilities, thorough and thoughtful approach and management expertise allowed him to
develop an efficient claims team, utilizing cost-saving methods, effective protocols and
exceptional collaboration with internal customers and partners to develop a safer
workplace; and

WHEREAS, Edwin’s superior management of the Authority’s Workers’
Compensation program has resulted in a reduction of one hundred sixty one
workplace injuries and a budget reduction of approximately $14,000,000; and;

WHEREAS, Edwin continues to provide a high level of energy and enthusiasm
to this program to further its success. Edwin continues to work with the Authority’s
internal partners and to lead the claims team to generate creative methods to reduce
workplace injuries and costs of the program making him an ideal employee and a true
professional;

Now, THEREFORE, BE IT RESOLVED that the Authority does hereby declare
Edwin Byrne as the Orange County Transportation Authority Administrative
Employee of the Year for 2008; and

Be IT FURTHER RESOLVED that the Orange County Transportation
Authority Board of Directors recognizes Edwin Byrne’s valued service to the
Authority.

February 9, 2009
Peter Buffa, Chairman Arthur T. Leahy, Chief Executive Officer
Orange County Transportation Authority Orange County Transportation Authority

OCTA Resolution No. 2009-008







Minutes of the Meeting of the
Orange County Transportation Authority
Orange County Service Authority for Freeway Emergencies
Orange County Local Transportation Authority
Orange County Transit District
Board of Directors
January 26, 2009

Call to Order

The January 26, 2009, regular meeting of the Orange County Transportation Authority
and affiliated agencies was called to order by Chairman Buffa at 9:03 a.m. at the
Orange County Transportation Authority Headquarters, Orange, California.

Roll Call

Directors Present. Peter Buffa, Chairman
Jerry Amante, Vice Chairman
Patricia Bates
Arthur C. Brown
Bill Campbell
Carolyn Cavecche
William J. Dalton
Richard Dixon
Paul Glaab
Cathy Green
Allan Mansoor
John Mooriach
Janet Nguyen
Chris Norby
Curt Pringle
Gregory T. Winterbottom
Cindy Quon, Governor's Ex-Officio Member

Also Present: Arthur T. Leahy, Chief Executive Officer
Paul C. Taylor, Deputy Chief Executive Officer
Wendy Knowles, Clerk of the Board
Laurena Weinert, Assistant Clerk of the Board
Kennard R. Smart, Jr., General Counsel
Members of the Press and the General Public

Directors Absent.  Miguel Pulido



Invocation

Vice Chairman Amante gave the invocation.

Pledge of Allegiance

Director Pringle led the Board and audience in the Pledge of Allegiance.

Public Comments on Agenda Items

Chairman Buffa announced that members of the public who wished to address the
Board of Directors regarding any item appearing on the agenda would be allowed to do
so by completing a Speaker’s Card and submitting it to the Clerk of the Board.

Special Matters

1. Presentation of Resolutions of Appreciation for Employees of the Month for
January 2009

Chairman Buffa presented Orange County Transportation Authority Resolutions of
Appreciation Nos. 2009-002, 2009-003, 2009-004 to Robert Cieszko,
Coach Operator; Duc Tran, Maintenance; and Randy Jumper, Administration, as
Employees of the Month for January 2009.

2. Special Recognition for Thirty Years of Safe Driving

Chairman Buffa presented Coach Operator James Moore with a check signifying
the Board’s appreciation for achieving thirty years of safe driving.

Consent Calendar (Items 3 through 32)
Chairman Buffa announced that members of the public who wished to address the

Board of Directors regarding any item appearing on the agenda would be allowed to do
so by completing a Speaker’s Card and submitting it to the Clerk of the Board.

Orange County Transportation Authority Consent Calendar Matters
3. Approval of Minutes

Director Moorlach pulled this item and asked for a correction on Item 11 of the
minutes, reflecting that Director Green moved the item, and Director Glaab
provided the second to the motion.



(Continued)

With that correction, a motion was made by Director Moorlach, seconded by
Director Pringle, and declared passed by those present, to approve the minutes of
the Orange County Transportation Authority and affiliated agencies' regular
meeting of January 12, 2009.

Directors Bates and Glaab were not present for this vote.

Approval of Board Member Travel

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to approve a request for Chairman Buffa to
travel to Washington, D.C. January 27-28, 2009, to testify before the House
Transportation and Infrastructure Committee on goods movement impacts.
Directors Bates and Glaab were not present for this vote.

Approval of 2009 Committee Assignments

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to approve the proposed 2009 roster of Board of
Directors’ Committee assignments as presented.

Directors Bates and Glaab were not present for this vote.

State Legislative Status Report

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to continue to oppose any shift of transportation
funding away from designated purposes to fulfill General Fund obligations
disproportionate to cuts to other state funded programs.

Directors Bates and Glaab were not present for this vote.

Fiscal Year 2010 Transportation Appropriations Project List

Director Nguyen pulled this item and inquired if the State Route 22 project was
entirely completed at this time, and if that is why that project does not appear on

this project list.

Chief Executive Officer (CEO), Arthur T. Leahy, stated that while the project is
complete, there is still a bit of landscaping work to be completed.



(Continued)

Richard Bacigalupo, Manager of Federal Relations, added that this list reflects
those which staff feels would be able to move over the next year with significant
funding, and are generally projects which have been federalized. He stated that
this is similar to what was previously requested, and a response to that request is
still not received due to appropriations not being completed for 2009.

A motion was made by Director Nguyen, seconded by Director Cavecche, and
declared passed by those present, to:

A. Review and approve the recommended list of transportation projects to be
submitted for the fiscal year 2010 federal appropriations process.

B. Establish the Riverside Freeway (State Route 91) congestion relief projects
and Positive Train Control as the top two fiscal year 2010 appropriation
priorities for the Orange County Transportation Authority with Senator
Feinstein’s (D-CA) office.

C. Continue to advocate for all Board of Directors approved appropriations
projects with all members of the Orange County Congressional Delegation.

Directors Bates and Glaab were not present for this vote.
Contract for Consulting Services from Scott Baugh

Director Norby pulled this item and stated that he is concerned with the costs for
lobbyists, and pointed out that the lobbyist has agreed to report routinely to the
Federal Legislative and Communications Committee as part of the contract. He
feels that cannot be delegated to a committee without the permission of the Board.
He stated the minutes of the committee meeting should reflect Mr. Baugh’s report.

Director Cavecche stated that the Legislative and Communications Committee has
put together a Legislative Strategy subcommittee that meets monthly with Mr.
Baugh and a report is provided to that subcommittee at those meetings. She stated
that Mr. Baugh is working to bring different legislators into the County to meet with
Board Members. She proposed that Mr. Baugh report quarterly to the Legislative
and Communications Committee.

Director Brown requested that the Executive Committee addresses when/if a
committee has authority to change reporting requirements.



(Continued)

A motion was made by Director Cavecche, seconded by Director Pringle, and
declared passed by those present, to:

A. Authorize the Chief Executive Officer to execute an agreement between the
Orange County Transportation Authority and Scott Baugh and Associates, in
an amount of $60,000 for the period of February1,2009, to
January 31, 2010, to provide governmental collaboration strategies at the
local, state, and federal levels which will assist the Orange County
Transportation Authority to achieve its legislative goals.

B. Direct Mr. Baugh, as part of this contract, to continue monthly meetings with
the Legislative Strategy subcommittee, then meet on a quarterly basis with
the Legislative and Communications Committee to report on his work on
behalf of OCTA,; that report shall be forwarded quarterly to the full Board.

Director Bates was not present to vote on this motion.
Directors Mansoor and Norby voted to oppose this motion.
Orange County Transportation Authority 2009 Federal Legislative Platform

Director Cavecche pulled this item and referred to page 7, Section IV (c) and stated
that she has a philosophical issue with including transit operating costs in the
request for economic stimulus money versus using the money for capital projects
and new projects.

Director Pringle agreed, citing that the Board has always avoided finding one-time
funding to fund operations and feels it is not a principled position to take, and it
would be a bad precedent.

Public comments were provided by Jane Reifer, resident of Fullerton, who supports
transit being included in the funds request and feels the bus rapid transit service is
taking away core bus service.

A motion was made by Director Campbell, seconded by Director Dixon, and
declared passed by those present, to:

A. Adopt the Orange County Transportation Authority 2009 Federal Legislative
platform, with changes shown from the public comment process, and to
delete Section IV(c).

B. Direct staff to distribute the adopted platform to legislators, advisory
committees, local governments, affected agencies, the business community,
and other interested parties.



10.

11.

12.

(Continued)

Directors Bates, Brown, Green, Nguyen, Norby, and Winterbottom voted in
opposition of this motion.

Consultant Selection for Planning and Preparation of Plans, Specifications,
and Estimates for Expanding Parking Capacity at Tustin Metrolink Station

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Select Watry Design, Inc., as the top-ranked firm for planning and
preparation of plans, secifications, and estimates for expanding parking at
the Tustin Metrolink Station.

B. Authorize the Chief Executive Officer to request a cost proposal from Watry
Design, Inc., and negotiate and execute Agreement No. C-8-1053 for
professional services.

Pursuant to Government Code 84308, Director Nguyen recused herself from the
discussion and voting on this item.

Amendment to Agreement for Additional Design Services for the El Camino
Real Soundwall

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to approve Amendment No. 2 to Agreement No.
C-7-0995 between the Orange County Transportation Authority and RMC, Inc., in
an amount not to exceed $15,000, for additional design services for the preparation
and processing of a California Coastal Commission permit needed for the project,
bringing the total contract value to $897,017.

Directors Bates and Glaab were not present for this vote.
Amendment to the Master Plan of Arterial Highways

Director Moorlach pulled this item and asked if the County’s input was sought on
this matter.

Director Campbell responded that this is not relative to a specific route; this is
merely adding a street to the Master Plan of Arterial Highways.



12.

13.

14.

(Continued)

A motion was made by Director Moorlach, seconded by Director Green and
declared passed by those present, to approve amendment to the Master Plan of
Arterial Highways to add a new roadway known as Marine Way, between Alton
Parkway and Bake Parkway, and to change the proposed alignment of
Rockfield Boulevard.

Approval to Release Request for Proposals for Preparation of Project Study
Report/Project Development Support for the Santa Ana Freeway (Interstate 5)
Widening Project from the Costa Mesa Freeway (State Route 55) to the El
Toro "Y" Area

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Approve the proposed evaluation criteria and weightings for consultant
selection for the Request for Proposals No. 8-1374.

B. Approve the release of Request for Proposals No. 8-1374 for consultant
services to prepare the project study report/project development support.

Directors Bates and Glaab were not present for this vote.

Selection of a Consultant for Preparation of a Feasibility Study for
Improvements to the Costa Mesa Freeway (State Route 55)

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Select Jacobs, Inc., as the top ranked firm to prepare a feasibility study for
improvements to the Costa Mesa Freeway (State Route 55) between the
Santa Ana Freeway (Interstate 5) and the Riverside Freeway (State Route
91).

B. Authorize the Chief Executive Officer to request cost proposal from Jacobs,
Inc.

C. Authorize the Chief Executive Officer to execute the final agreement.

Pursuant to Government Code 84308, Director Nguyen recused herself from the
discussion and voting on this item.



15.

16.

17.

Selection of Consultants for On-Call Freeway Retrofit Soundwall Program
Support

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Select the following firms as the top ranked firms to provide on-call services
for the Freeway Retrofit Soundwall Program; LSA Associates, Inc.,
(Agreement No. C-8-1195), Parsons Transportation Group, Inc., (Agreement
No. C-8-1367), Parsons Brinckerhoff (Agreement No. C-8-1368), URS
(Agreement No. C-8-1369), and Willdan Group, Inc., (Agreement No.
C-8-1370), in an aggregate amount not to exceed $510,000.

B. Authorize the Chief Executive Officer to request cost proposals from
LSA Associates, Inc., Parsons  Transportation Group, Inc.,
Parsons Brinckerhoff, URS, and Willdan Group, Inc.

C. Authorize the Chief Executive Officer to execute the final agreements.

Pursuant to Government Code 84308, Chairman Buffa and Director Nguyen
recused themselves from the discussion and voting on this item.

Amendment to Design Services Agreement for the Orange Freeway
(State Route 57) Northbound Widening Between Yorba Linda Boulevard and
Lambert Road Project

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Amendment No. 1 to Agreement No. C-7-1247 between the Orange
County Transportation Authority and CH2M HILL, in an amount not to exceed
$430,346, for additional design services to widen the northbound Orange Freeway
(State Route 57) between Yorba Linda Boulevard and Lambert Road, bringing the
total contract value to $5,759,057.

Directors Bates and Glaab were not present for this vote.

2009 Technical Steering Committee Membership

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to approve the proposed 2009 Technical

Steering Committee membership roster.

Directors Bates and Glaab were not present for this vote.



18.

19.

Proposition 116 Intercity/Commuter Rail Program of Projects Application

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Authorize the Chief Executive Officer to submit an application for the
remaining Proposition 116 funding ($121.3 million) for commuter and
intercity rail corridor improvements identified in this report.

B. Authorize staff to submit an amendment to the 2008 State Transportation
Improvement Program, contingent on approvals of the Proposition 116
application and allocations by the California Transportation Commission and
bond sales by the Pooled Money Investment Board.

C. Authorize staff to prepare and submit any necessary programming
documents including amendments to the Regional Transportation
Improvement Program and execute any necessary agreements to facilitate
the actions above.

Directors Bates and Glaab were not present for this vote.

Fourth Quarter 2009 Debt and Investment Report

A motion was made by Director Campbell, seconded by Director Dalton, and

declared passed by those present, to receive and file the Quarterly Investment

Report prepared by the Treasurer as an information item.

Directors Bates and Glaab were not present for this vote.

Orange County Service Authority for Freeway Emergencies Consent
Calendar Matters

20.

Approval to Release Request for Proposals for Freeway Service Patrol
Services and the Use of Service Trucks

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Approve the release of Request for Proposals No. 8-1336 for Freeway
Service Patrol Services.

B. Approve the proposed evaluation criteria weights and the use of service
trucks to augment the dedicated tow trucks.

Directors Bates and Glaab were not present for this vote,



21.

Fiscal Year 2008-09 Freeway Service Patrol Program Fund Transfer
Agreement

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Agreement No. C-8-1338 between the Orange County Transportation
Authority and California Department of Transportation for fiscal year 2008-09
Freeway Service Patrol funding.

Directors Bates and Glaab were not present for this vote.

Orange County Local Transportation Authority Consent Calendar
Matters

22.

Amendment to Agreement for Additional Construction Management Services
for the Americans with Disabilities Act Bus Stop Accessibility Program

Director Winterbottom pulled this item and addressed Item 27 at the same time,
expressing his appreciation to OCTA staff for the effort put into the bus stop
improvement program. He stated that OCTA is the only agency in the nation which
has done such a project and feels it greatly assists customers with disabilities in
accessing the fixed route service, which takes them off ACCESS service.
He stated (in regard to Item 29) that working with the adult day health care

agencies gives opportunities to put riders from ACCESS over to the fixed route
service.

Director Campbell asked if OCTA is pursuing any action regarding the previous
contractor, since OCTA has had to replace them.

Tom Bogard, Director of Highway Project Delivery, responded that the cost in the
delay was in the procurement process, and relative to a series of protests. This
resulted in a re-bid being necessary for one of the contracts.

Mr. Bogard stated that no delays have resulted due to action by any of the
contractors.

A motion was made by Director Winterbottom, seconded by Director Campbell, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Amendment No. 7 to Agreement No. C-3-0798 between the Orange
County Transportation Authority and Bureau Veritas North America, Inc., in an
amount not to exceed $55,000, for construction management services for the bus
stop accessibility program, bringing the total contract value to $1,095,908.

10



23.

24,

Consultant Selection for Project Management Consultant Services for
Development of Go Local Fixed-Guideway Transit Systems

Director Norby pulled this item and stated he is looking forward to working with the
cities of Brea and La Habra on their fixed guideway proposal, feels this is a unique
opportunity for them to work with an existing rail line, and wished the cities success.

A motion was made by Director Norby, seconded by Director Campbell, and
declared passed by those present, to:

A Select Booz Allen Hamilton as the top ranked firm to provide project
management consultant services for the development of the proposed Go
Local fixed-guideway transit systems.

B. Authorize the Chief Executive Officer to request a cost proposal from Booz
Allen Hamilton.

C. Authorize the Chief Executive Officer to execute Agreement No. C-8-1290
between the Orange County Transportation Authority and Booz Allen
Hamilton, in an amount not to exceed $2,000,000, for project management
consultant services for the development of Go Local fixed-guideway transit
systems.

Pursuant to Government Code 84308, Director Bates recused herself from the
discussion and voting on this item.

Director Winterbottom was not present for this vote.

Cooperative Agreement with City of Tustin for the Expansion of Parking
Capacity at Tustin Metrolink Station

Director Moorlach pulled this item and asked if there are parking structures at other
stations that charge for parking.

Darrell Johnson, Director of Transit Project Delivery, responded that there are three
parking structures (Santa Ana, Irvine, and San Juan Capistrano), and San Juan
Capistrano is the only one with a parking charge for both Metrolink and Amtrak
customers.

Director Moorlach asked if charging for parking is a disincentive, and Mr. Johnson
answered that is unknown and staff is working on a scope of work (at the request of
the Executive Committee) for a parking management study that deals with issues
which include reserved parking, parking charges, valet parking, and this will be
discussed at the Executive Committee on February 2.

11



24.

25.

(Continued)

Mr. Johnson stated that there have been comments from customers in the past
requesting reserved parking availability at a cost so they would be insured of a
parking space in the most crowded stations.

A motion was made by Director Moorlach, seconded by Director Green, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Cooperative Agreement No. C-7-1195 between the Orange County
Transportation Authority and the City of Tustin to define each party’s roles and
responsibilities for the design and construction of the expansion of parking capacity
at the Tustin Metrolink Station.

Amendment to Agreement for Project Management Consultant Services for
the Metrolink Service Expansion and Rail-Highway Grade Crossing Safety
Enhancement and Quiet Zone Programs

Public comments were heard from Jane Reifer, resident of Fullerton, who
expressed her concern about expenses for project management consultant
services for this project, and the tasks listed in this amendment to the contract.

CEO, Mr. Leahy, responded that the fundamental objective was to position OCTA
to have these projects to be competitive for the federal economic recovery program.
He stated that when work began on this effort, it was understood that timeliness
was an issue; therefore, this item comes to the Board at this time.

Darrell Johnson, Director of Transit Project Delivery, added that when the Board
approved the Renewed Measure (M2) Action Plan, a significant portion of that went
for the Metrolink program was for the grade crossing safety enhancement program.
An amendment was proposed for a period of time — at one point $2.7 million - which
was prior to the beginning of engineering design services and it was an estimate
based on conceptual level of work. This is the single largest grade crossing and
quiet zone program anywhere in the United States under the new federal rule.

Mr. Johnson informed Members that the design and engineering work is now
complete. Staff is coming to the Board at this time as the construction period has
begun.

He also stated that in terms of the hourly rates, most long-term contracts have

escalations of hourly rates for the contractors, which is a standard amendment
done every year prior to the beginning of the fiscal year.

12



25.

26.

(Continued)

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Amendment No. 6 to Agreement No. C-6-0165 between the Orange
County Transportation Authority and PB Americas, Inc., in an amount not to exceed
$6,850,000, for continued project management consultant services to support the
Metrolink Service Expansion Program, Rail-Highway Grade Crossing Safety
Enhancement and Quiet Zone Program, and commuter rail economic stimulus
projects through June 30, 2011, for a total contract value of $13,120,000.

Directors Bates and Glaab were not present for this vote.

Consultant Selection for the 2009 Congestion Management Program Traffic
Data Collection

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Agreement No. C-8-1244 between the Orange County Transportation
Authority and Fehr and Peers Associates, in an amount not to exceed $350,000, for
the collection of traffic data for the Measure M Growth Management Program and
the Orange County Congestion Management Program.

Directors Bates and Glaab were not present for this vote.

Orange County Transit District Consent Calendar Matters

27.

Cooperative Agreement with Sultan Adult Day Healthcare
Director Winterbottom pulled this item and addressed it along with Item 22.

A motion was made by Director Winterbottom, seconded by Director Campbell, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Cooperative Agreement No. C-8-1377 between the Orange County
Transportation Authority and Sultan Adult Day Healthcare, in an amount not to

exceed $1,779,399, to share in the cost of providing transportation services through
June 30, 2011.

Director Nguyen was not present to vote on this item.
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28.

29,

30.

ACCESS Performance Measurements Update

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to receive and file as an information item.

Directors Bates and Glaab were not present for this vote.

Amendment to Agreement for Orange County ARC and Lost-and-Found
Services

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to authorize the Chief Executive Officer to
execute Amendment No. 5, exercising the fourth option year, to Agreement
No. C-4-0857 between the Orange County Transportation Authority and
Orange County ARC, in an amount not to exceed $70,164, bringing the total
contract amount to $332,496, for lost-and-found services through January 31, 2010.

Directors Bates and Glaab were not present for this vote.

Amendment to Agreements for On-Call Architectural and Engineering Design
and Construction Support Services for Capital Improvement Projects

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Amend the Orange County Transportation Authority's Fiscal Year 2008-09
Budget by $1,000,000 for design and construction support services for
capital improvement projects.

B. Authorize the Chief Executive Officer to execute Amendment No. 5 to
Agreement No. C-5-2965 between the Orange County Transportation
Authority and Jacobs Carter Burgess, in a shared cumulative not-to-exceed
amount of $2,900,000, for on-call architectural and engineering design and
construction support services for capital improvement projects.

C. Authorize the Chief Executive Officer to execute Amendment No. 5 to
Agreement No. C-6-0085 between the Orange County Transportation
Authority and Miralles Associates, Inc., in a shared cumulative not-to-exceed
amount of $2,900,000, for on-call architectural and engineering design and
construction support services for capital improvement projects.
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30.

31.

32.

(Continued)

D. Authorize the Chief Executive Officer to execute Amendment No. 3 to
Agreement No. C-6-0086 between the Orange County Transportation
Authority and STV, Inc., in a shared cumulative not-to-exceed amount of
$2,900,000, for on-call architectural and engineering design and
construction support services for capital improvement projects.

Pursuant to Government Code 84308, Director Nguyen recused herself from the
discussion and voting on this item.

Directors Bates and Glaab were not present for this vote.

American Public Transportation Association Bus Safety Management
Program Audit

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to receive and file as an information item.

Directors Bates and Glaab were not present for this vote.
Customer Information Center Update

A motion was made by Director Campbell, seconded by Director Dalton, and
declared passed by those present, to:

A. Approve change in weekday hours of operation making the Customer
Information Center pilot program hours permanent.

B. Direct staff to return to the Board of Directors in six months with an update
on Customer Information Center, the status of the Alta Resources contract,
and the status of technology enhancements that improve bus information to
riders and reduce operating costs.

Directors Bates and Glaab were not present for this vote.

Regular Calendar

Orange County Transportation Authority Regular Calendar Matters

33.

Agreement Between the Orange County Transportation Authority and
City of Irvine for Transfer of State Proposition 116 Funds

CEOQ, Mr. Leahy, provided opening comments and stated this item reflects a great
deal of work over the past several months between the OCTA and staff at the
City of Irvine. He informed the Board that the City is discontinuing their rail project,
and replacing it with a bus project.

15



33.

34.

(Continued)

OCTA is offering to do a “swap” of funds — OCTA money that goes into an account
in exchange for which the Proposition 116 money would be transferred to
fixed-guideway projects. This is conditional upon the California Transportation
Commission (CTC) approving the swap and the bond money becoming available to
the OCTA.

Abbe McClenahan, Capital Programs Manager, provided further comments on this
project, and informed the Board that the City will also submit a revised Go Local
Step One final report for the rubber-tire transit project, and the City's Counsel
approved this action in January 2009. In addition, Ms. McClenahan stated that
OCTA will, in return, provide an equal amount of funds as a credit toward the City’s
local match requirements for projects submitted and approved by future Board
action under M2, Projects S, T, and V. These fund transfers are subject to CTC’s
approval and also bond sales by the Pooled Money Investment Board.

The Transportation 2020 Committee approved the Cooperative Agreement with two
clarifications to the language, both reflected in the transmittal documents provided
at today’s meeting.

A motion was made by Director Pringle, seconded by Director Winterbottom, and
declared passed by those present, to direct General Counsel to address changes
to Cooperative Agreement No. C-8-1400 with the City of Irvine as suggested by the
Transportation 2020 Committee.

Irvine Mayor Suhkee Kang addressed the Board and expressed his appreciation to
CEO, Art Leahy, OCTA staff, and the City of Irvine, for the partnership on this
agreement.

Vice Chairman Amante stated that the partnering on this issue has been
meaningful and effective to keep the transportation money in the County.

Directors Campbell and Nguyen were not present to vote on this item.
Economic Recovery Actions and Guiding Principles for Implementation

Deputy CEO, Paul C. Taylor, presented an update on this issue to the Board, and
explained the requirements for project consideration and how formulas for
distribution of the funds would be managed.

Chairman Buffa informed the Board that last week, he and Richard Bacigalupo,
Federal Relations Manager, were in Washington, D.C. and Vvisiting several
legislators’ offices regarding the economic stimulus package. Visits were paid to
Representatives Oberstar and Sanchez as well as Senator Boxer. He stated that
their message included that public works projects were the best way to stimulate
jobs creation.
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34.

(Continued)

Chairman Buffa stated that he will provide testimony this week in Washington, D.C.
to the House Transportation and Infrastructure Committee, on rail and the impacts
on goods movement in this area, as well as what would be done with additional
funding, should it be available.

Director Pringle thanked staff for addressing his concerns regarding local agency
lists and said it appears OCTA'’s allocation will be well contained within the projects
and probably none will go to local agencies.

He further stated that in the verbiage of the Guiding Principles on this item, he
requested that language be amended to be consistent with prior action taken. He
referred to the second section, under ‘Federal’, the bullet which says “transit
funding should be allocated through the Federal Transit Administration Urbanized
Area Formula Program”, he asked that nothing else be included in order that
money goes into that program, as a Guiding Principle, OCTA would be able to use
it for whatever the program presently allows.

To be further consistent, Director Pringle referenced the last sub-bullet under
‘State’, stating “capital and operating costs for traffic monitoring”, he asked that it
says only “capital costs for traffic monitoring” in order for OCTA to be consistent
with a principle to use funding for capital projects, as opposed to putting it into
operating costs.

Director Glaab referenced the allocation of funds by the federal government and
asked how much Caltrans would keep. Mr. Taylor responded that under the
current House Appropriations proposal, that would be two-thirds.

Director Glaab asked Director Quon to explain the formula for this allocation, and
she responded by explaining the formula break-down to the state and how it is split
after that, per the current House bill.

Public comment was heard from Jane Reifer, who stated that she would like further
information on the Irvine Bus Base parking. She further stated that she would like
further analysis of how to protect transit operating funds.

A motion was made by Director Winterbottom, seconded by Director Campbell, and
declared passed by those present, to adopt the Guiding Principles for
Project Eligibility and Distribution of Transportation Funding within an Economic
Recovery Package, with the modifications in verbiage suggested by
Director Pringle.

Vice Chairman Amante and Directors Nguyen and Norby were not present to vote
on this item.
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Orange County Local Transportation Authority Regular Calendar
Matters

35.

36.

Renewed Measure M Project T Funding Guidelines

Kurt Brotcke, Director, Strategic Planning, provided a presentation on these
guidelines for the Board.

A motion was made by Director Cavecche, seconded by Director Winterbottom,
and declared passed by those present, to:

A Approve the Project T (Convert Metrolink Stations to Regional Gateways)
funding program guidelines.

B. Direct staff to issue a call for projects and return to the Transportation 2020
Committee with programming recommendations in March 2009.

Director Nguyen was not present to vote on this item.

Consideration of the San Diego Freeway (Interstate 405) Improvement Project
for Future High-Occupancy Toll Lane and Design-Build Authority

Rose Casey, Program Manager for Highway Project Delivery, presented this item
for the Board.

Ms. Casey clarified that no decision is being requested today, but staff is asking for
the ability to move forward and look at the High-Occupancy Toll (HOT) lanes
alternative as part of the set of alternatives. CEO, Mr. Leahy, added that this is for
permission to explore the idea of approach and project definition.

Director Cavecche emphasized her feeling that no taxpayer-paid lanes be taken
away for HOT lanes. She also indicated this issue should go through the
Highways Committee.

Director Dixon agreed and indicated he opposes replacing a pre-High-occupancy
lane with a HOT lane.

Director Moorlach stated that this proposal should go through the Interstate 405
Committee and be presented to the stakeholders; Director Bates stated that going
to the people was the logical and correct thing to do.

Chairman Buffa indicated this should go through the Transit Committee, as well.
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36.

(Continued)

A motion was made by Director Moorlach, seconded by Director Winterbottom, and
declared passed by those present, to approve the consideration of the
San Diego Freeway (Interstate 405) Improvement Project for the implementation of
high-occupancy toll lanes utilizing the design-build and public-private partnership
method of procurement and authorize staff to move forward with further evaluation
of high-occupancy toll lanes and next steps in the project development process and
any future project nomination process. As part of the motion, direction was given
for a 405 subcommittee meeting to be called for this proposal to be discussed with
stakeholders.

Directors Nguyen and Pringle were not present to vote on this item.

Discussion ltems

37.

Report on Public Hearing for Proposed New Bus Rapid Transit Service on
Harbor Boulevard

CEO, Mr. Leahy, provided a summary of discussions and efforts which have led
to this point on this potential service increase. He also stressed the importance of
implementing this service in order to meet air quality conformity.

Gordon Robinson, Project Manager-Bus Rapid Transit, reported on the outcome
from the public hearing on the proposed new Bus Rapid Transit (BRT) service on
Harbor Boulevard.

Discussion followed, which included advertising, bus shelters, rider's use of
passes versus paying by cash, and number of stops required to meet air quality
conformity.

Director Mansoor requested info on reduction of Line 43 along Harbor Boulevard
when BRT Line 543 service begins, with a breakdown by city.

Director Campbell stated that consideration should be given to time being saved by
riders with using the BRT system. Chairman Buffa indicated he felt at this time, the
time savings being reported was disappointing.

A motion was made by Vice Chairman Amante, seconded by Director Glaab, and
declared passed by those present, to receive this item as an information item.

Directors Nguyen and Pringle were not present to vote on this item.
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38.

39.

40.

41.

Fourth Quarter Review of Chief Executive Officer's Goals for 2008

CEO, Arthur T. Leahy, offered a listing of his fourth quarter goals for 2008 and
highlighted accomplishments over this period.

Public Comments

At this time, Chairman Buffa stated that members of the public may address the
Board of Directors regarding any items within the subject matter jurisdiction of the
Board of Directors, but no action would be taken on off-agenda items unless
authorized by law.

No public comments were offered at this time.
Chief Executive Officer's Report
CEO, Mr. Leahy, reported:

Y Press report has been received that President Obama will today direct
federal regulators to move on an application by California and 13 other
states to set strict automobile emission and fuel efficiency standards,
specifically ordering the Environmental Protection Agency to reconsider the
Bush Administration’s rejection of the California application. This confirms
that the path which California has taken is likely to become a federal issue,
as well.

Y Representative Ray LaHood has been confirmed to serve as U.S.
Department of Transportation Secretary.

Y His appointment to the California Air Resources Board’s Regional Targets
Advisory Committee, which is established within Senate Bill 375 to establish
targets throughout the State of California.

Y He attended the American Public Transportation Association’s General
Managers’ Conference this past week-end.

Y Tom Bogard was honored as the Engineering of the Year.
Directors’ Reports

Director Dixon stated that he serves on a policy committee for the State League of
Cities, who voted nearly unanimously to send a request to the Board of Directors of
the State League which will be meeting at the end of February to send a letter to
the Governor and legislators requesting that due to the economic situation, that the
Governor suspend implementation of SB 375 and SB 32.
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41.

42.

43.

(Continued)

Director Dixon asked that the Legislative and Communications Committee develop
a strategy with OCTA'’s advocate, Scott Baugh, on what should be done with regard
to requesting the same by the Governor.

Director Norby requested a report on usage of callboxes.

Director Glaab reported that the City of Buena Park is hosting a workshop on
January 27 on SB 375 and encouraged Members to attend, if possible.

Vice Chairman Amante stated that Laguna Niguel sent a letter to the Governor
several weeks ago and to leaders in both houses of the Legislature asking them
to suspend SB 375 and SB 32 for two years in order for the economy to get in a
better position. He stated that it is important for the cities to participate in this
effort.

Closed Session

A Closed Session was held pursuant to Government Code Section 54956.9(a) to
discuss Pamela Avery, et. al. vs. Orange County Transportation Authority, et al.,
OCSC Case No. 07CC0004.

Chairman Buffa, Vice Chairman Amante, and Directors Brown, Campbell,
Cavecche, Dalton, Glaab, Green, Mansoor, and Winterbottom were in attendance
for this session.

Adjournment
The meeting adjourned at 11:58 a.m. The next regularly scheduled meeting of this

Board will be held at 9:00 a.m. on Monday, February 9, 2009, at the OCTA
Headquarters.

ATTEST

Wendy Knowles
Clerk of the Board

Peter Buffa
OCTA Chairman
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OCTA BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
we.
From: Wendy Knowles, Clerk of the Board

Subject: Fiscal Year 2007-08 Auditor's Communication with Those
Charged with Governance

Finance and Administration Committee meeting of January 28, 2009

Present: Directors Amante, Bates, Brown, Campbell, Green, and
Moorlach
Absent: Director Buffa

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Receive and file the fiscal year 2007-08 Auditor's Communication with Those
Charged with Governance.

QOrange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)




OCTA

January 28, 2009

To: Finance and Administration Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Fiscal Year 2007-08 Auditors Communication with Those
Charged with Governance

Overview

The Orange County Transportation Authority is required to obtain an
independent auditor’s opinion on its Comprehensive Annual Financial Report,
various fund financial statements, schedules, and agreements. Mayer Hoffman
McCann P.C., an independent accounting firm, conducted the annual audit of
the Orange County Transportation Authority’s financial statements, schedules
and agreements for fiscal year 2007-08, and has issued its reports thereon.
Mayer Hoffman McCann P.C., as required by United States Generally
Accepted Auditing Standards and Office of Management and Budget
Circular A-133, has herewith issued its Auditor's Communication with Those
Charged with Governance.

Recommendation

Receive and file the fiscal year 2007-08 Auditor's Communication with Those
Charged with Governance.

Background

Effective for audits of financial statements for periods beginning on or after
December 15, 2006, and pursuant to United States Generally Accepted
Auditing Standards and Office of Management and Budget Circular A-133,
Mayer Hoffman McCann P.C. (MHM) is required to provide documented
communication to those charged with governance certain matters related to its
audit of the Comprehensive Annual Financial Report (CAFR), fund financial
statements, schedules, and agreements of the Orange County Transportation
Authority (OCTA).

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)



Fiscal Year 2007-08 Auditor’'s Communication with Those Page 2
Charged with Governance

Discussion

MHM completed its annual audit of OCTA’'s CAFR, fund financial statements,
schedules, and agreements and has issued independent auditor opinions for
such for the fiscal year ended June 30, 2008. As part of its responsibilities,
MHM has also issued documented communication to those charged with
governance certain matters related to its audit. The purpose of this
communication is to outline the scope and responsibilities of the auditor in
relation to the audit, significant findings resulting from the audit, and any
difficulties or disagreements with management encountered during the audit.

Summary

In connection with its annual audit of OCTA’s CAFR, fund financial statements,
schedules and agreements for fiscal year 2007-08, MHM has issued a letter
which provides required communication as to the scope, responsibilities, and
observations of the auditor arising during the audit.

Attachment

A. Our Responsibility under U.S. Generally Accepted Auditing Standards
and OMB Circular A-133

Prepared by:

i/, ;
WWMWMRW
Kathleen M. O’'Connell

Executive Director, Internal Audit
(714) 560-5669



ATTACHMENT A

Maver Hoffman McCann B,

An independent CPA Firm

Conrad Bovernment Services Division
2301 Dupont Drive, Suite 200

irvine, California 92612

949-474-2020 ph

949-263-5520 fx

www.mhm-pc.com

Finance and Administration Committee

Orange County Transportation Authority
Orange, California

We have audited the financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Orange
County Transportation Authority (“OCTA”) for the year ended June 30, 2008, and have issued
our report thereon dated October 24, 2008. Professional standards require that we provide you
with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards and
OMB Circular A-133

Our responsibility, as described by professional standards, is to express opinions about
whether the financial statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with U.S. generally accepted accounting
principles. Our audit of the financial statements does not relieve you or management of your
responsibilities.

Our responsibility is to plan and perform the audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement. In planning and
performing our audit, we considered OCTA's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinions on the financial
statements and not to provide assurance on the internal control over financial reporting. We
also considered internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with the U.S. Office of Management and Budget (OMB) Circular A-
133.

As part of obtaining reasonable assurance about whether OCTA's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit. Also in accordance with
OMB Circular A-133, we examined, on a test basis, evidence about OCTA’s compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance
Supplement applicable to its major federal program for the purpose of expressing an opinion on
OCTA’s compliance with those requirements. While our audit provides a reasonable basis for
our opinion, it does not provide a legal determination on OCTA’s compliance with those
requirements.



B Cinance and Administration Committee
Orange County Transportation Authority
Orange, California

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such
matters.

Planned Scope and Timing of the Audit

Audit fieldwork was substantially completed by October 24, 2008. We performed the audit
according to the planned scope and timing previously communicated to you in our presentation
on June 11, 2008. As communicated to you in our presentation, potential significant risks of
material misstatement that were reviewed by our auditing procedures included:

* Risk of material fraud or misstatement associated with the OCTA’s cash receipts and
cash disbursements;

Risk of improper revenue recognition;

Risk of improper classification of expenditures;

Risk associated with identifying capital assets additions and deletions;
Risk of unallowable interfund transfers; and

Risk of non-compliance with grant program requirements

* & o & O

Significant Audit Findings

We have separately reported to you in our letter dated October 24, 2008 control deficiencies
we believe deserve your attention. We identified one significant deficiency in internal control
we consider to be a material weakness.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. We
will advise management about the appropriateness of accounting policies and their application.
The significant accounting policies used by OCTA are described in Note 1 to the financial
statements. As described in Note 13 to the financial statements, OCTA changed its accounting
policies related to other postemployment benefits by adopting Statement of Governmental
Accounting Standards (GASB Statement) No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions, for the fiscal year ended June
30, 2008. We noted no transactions entered into by OCTA during the year for which there is a
fack of authoritative guidance or consensus. There are no significant transactions that have

been recognized in the financial statements in a different period than when the transaction
occurred.

Accounting estimates are an integral part of the financial statements prepared by management

and are based on management’s knowledge and experience about past and current events
and assumptions about future events. Certain accounting estimates are particularly sensitive

-2-



Finance and Administration Committee
Orange County Transportation Authority
Orange, California

because of their significance to the financial statements and because of the possibility that
future events affecting them may differ significantly from those expected. Examples of
significant judgments and estimates reflected in OCTA's financial statements include:

* Judgments involving the useful lives and depreciation methodology to use for capital
assets, including infrastructure;

+ Judgments concerning which capital project expenditures should be capitalized and
depreciated versus expensed in the government-wide financial statements;

» Judgments concerning whether an accrual for incurred but not reported claims for
workers’ compensation and general liability should be estimated and recorded at year
end;

« Estimates in the toll road violations receivable at year end.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate ali known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate
level of management. Management has corrected all such misstatements. The only
adjustment identified during the audit consisted of a prior period adjustment in the amount of
$4,114,302 to record revenue not received from CalTrans for the State Transportation
Improvement Program (STIP) in the proper accounting period.

Disagreements with Management
For purposes of this letter, professional standards define a disagreement with management as
a financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor's report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated October 24, 2008.
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Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to OCTA'’s financial statements or a
determination of the type of auditor's opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as OCTA’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.

This information is intended solely for the use of the Finance and Administration Committee,
the Board of Directors, management of the OCTA, and others within the organization and is not
intended to be and should not be used by anyone other than these specified parties.

Megoe Ul A Gt

Irvine, California
October 24, 2008






OCTA BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
wi-
From: Wendy Knowles, Clerk of the Board

Subject: Fiscal Year 2007-08 Management Letter

Finance and Administration Committee meeting of January 28, 2009

Present: Directors Amante, Bates, Brown, Campbell, Green, and
Moorlach
Absent: Director Buffa

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Direct the Internal Audit Department to track resolution of deficiencies
identified in the fiscal year 2007-08 Management Letter.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)




OCTA

January 28, 2009

To: Finance and Administration Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Fiscal Year 2007-08 Management Letter

Overview

In connection with its annual audit of the Orange County Transportation
Authority’'s  financial statements, schedules, and agreements for fiscal
year 2007-08, Mayer Hoffman McCann P.C. has issued a management letter,
which identified certain deficiencies in internal control that are considered to be
significant deficiencies as defined by the American Institute of Certified Public
Accountants, Statement on Auditing Standards Number 112. None of the
significant deficiencies were considered to be material weaknesses.

Recommendation

Direct the Internal Audit Department to track resolution of deficiencies identified
in the fiscal year 2007-08 management letter.

Background

Pursuant to Section 28770 of the Public Utilities Code, the Orange County
Transportation Authority (OCTA) prepares an annual set of financial
statements presenting OCTA’s results of operations and financial position at
year end. OCTA is required to obtain an independent auditor's opinion on the
Comprehensive Annual Financial Report (CAFR) as well as various fund
financial statements, schedules, and agreements. The audit was performed by
Mayer Hoffman McCann P.C. (MHM), an independent accounting firm. In
connection with the audit, MHM has issued a management letter, as required
by the American Institute of Certified Public Accountants, Statement on
Auditing Standards Number 112 and OCTA's contract with MHM.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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Discussion

MHM has completed its annual audit of OCTA’s CAFR and various fund
financial statements, schedules, and agreements and has issued its
independent auditor’s opinions thereon for the fiscal year ended June 30, 2008.
In connection with the audit, MHM has issued a management letter identifying
certain deficiencies in internal control that are considered to be significant
deficiencies as defined by the American Institute of Certified Public
Accountants, Statement on Auditing Standards Number 112.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects OCTA'’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a
misstatement of OCTA's financial statements that is more than inconsequential
will not be prevented or detected by OCTA'’s internal control. During the course
of the audit, MHM identified five significant deficiencies.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected by
OCTA’s internal control. MHM did not identify any deficiencies in internal
control that are considered to be material weaknesses.

MHM identified significant deficiencies in the information system controls of
OCTA’s third party contractor operating the 91 Express Lanes.
Recommendations were made to improve system password controls, to store
system backup tapes at an offsite location and to remove terminated
employees from the system in a more timely manner.

The auditors also identified significant deficiencies related to year-end
accruals. Two disbursements related to Combined Transportation Funding
Program (CTFP) agreements were not accrued as required. This occurred
when payment requests from a city dated January 2008, were not processed or
accrued for during the fiscal year. Revenues related to another cooperative
agreement were improperly accrued in prior years and had to be reversed in
the current year. This resulted from a failure to communicate changes in the
agreement to the Accounting Department. The auditors recommended
improvement in documentation of delayed CTFP payments and improved
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communication between the Financial Planning and Analysis Department and
the Accounting Department regarding changes to cooperative agreements.

The auditors included two findings from the fiscal year 2006-07 management
letter that have not been resolved. MHM observed that a Policy on Misconduct
(Policy) had not been implemented as recommended and that documentation
of compliance with Buy America requirements remains insufficient to evidence
compliance. Recommendations to prepare and implement a Policy and to
improve documentation controls were repeated in the fiscal year 2007-08
management letter. The auditors also included three findings from the fiscal
year 2006-07 management letter indicating these were satisfactorily resolved
during the year.

The 2007-08 fiscal year management letter is included herewith as
Attachment A.

Summary

In connection with its annual audit of OCTA’s financial records for fiscal year
2007-08, MHM has issued a management letter, which identified certain
deficiencies in internal control that are considered to be significant deficiencies.
None of the significant deficiencies were considered to be material
weaknesses.

Attachment

A. Management Letter For the Fiscal Year Ended June 30, 2008

Prepared by:

i/a:i’fmj W/

Kathleen M. O'Connell
Executive Director, Internal Audit
(714) 560-5669
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Finance and Administration Committee
Orange County Transportation Authority
Orange, California

In planning and performing our audit of the financial statements of the Orange County
Transportation Authority (OCTA) as of and for the year ended June 30, 2008, in accordance
with auditing standards generally accepted in the United States of America, we considered
OCTA’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of OCTA's internal control.
Accordingly, we do not express an opinion on the effectiveness of OCTA's internal control.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects OCTA’s ability io
initiate, authorize, record, process, or report financial data reliably in accordance with generaily
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of OCTA's financial statements that is more than inconsequential will not be
prevented or detected by OCTA's internal control. Matters conforming to this definition are
identified below.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by OCTA’s internal control. Qur consideration of
internai control was for the limited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses.

{1) Need to Strengthen Controls of Third-Party Contractor

OCTA utilizes a third-party contractor (contractor} to manage and oversee the State
Route 91 Toli Road (Toll Road) revenue cycle. The information systems of the
contractor are significant to the financial information of OCTA. As such, we reviewed
the information systems of the coniractor to ensure that controls were designed and
implemented to mitigate risk of loss of OCTA assets. During this review, we noted the
following issues:
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(1) Need to Strengthen Controls of Third-Party Contractor {Continued)

» Tape backups of all files, including master files, transactions files, application
programs, systems software, and database software that support Toll Road
operations, are currently stored on-site at the third-party contractor’s office. The
contractor has elected to maintain tape backups onsite based on current
business concerns. Industry best practice recommends using a backup storage
site that is geographically removed from the primary site. In the event of a
catastrophic event at the main office location, information would be lost without
a means for recovery.

e The system used to track customer account and vehicle information has
password controls that are limited to a minimum of 6 characters, with no
complexity requirements or user lockout after a certain number of unsuccessful
log-in attempts. Effective password complexity controls were not considered
during system implementation. Controls recommended by industry best
practice include:

a, Alphanumeric passwords;

b. Required password change interval; and

¢. Locking user accounts after a maximum number of incorrect password
attempts.

Without effective password controls, an unauthorized user could employ various
forms of password hacking tools to access the system.

« The process to remove terminated employees from systems is manual and not
synchronized to a master employee database. In addition, of the 5 terminated
users sampled, one user was not removed from the active directory network in a
timely manner. industry best practice suggests removing user access 1o
systems immediately following termination. Untimely removal of users’ access
after termination provides employees an opportunity to sabotage or otherwise
impair entity operations or assets.

The aggregate effect of these weaknesses in information systems controls increases
the likelihood of theft, loss or misuse of OCTA assets.

Recommendation

We recommend that the third-party contractor be required to establish procedures to
strengthen internal controls in the information systems associated with the OCTA
contract.
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(1

Need to Strengthen Controls of Third-Party Contractor (Continued}

Management’'s Responses

Staff agrees with the auditors’ recommendation regarding backup tapes. The
Authority’s operator, Cofiroute USA (Cofiroute), had been maintaining backup tapes at
the Anaheim Office for research purposes related to ongoing litigation against the
Authority. However, all backup tapes have now been stored at a secure, offsite
location with Iron Mountain.

Staff agrees with the auditors’ recommendation regarding password controls. For
Cofiroute employees to access the system used to track customer account and vehicle
information, ToliPro, requires the user to first login to the domain. Cofiroute controls
access to the domain. The password complexity for the domain is as follows:

a. The password cannot contain all or part of the user's account name
b. The password must be at least seven characters in iength
c. The password must contain characters from three of the following four
categories:
* English uppercase characters (A through 2)
s English lowercase characters ( a through z)
s Base 10 digits (0 through 9)
¢ Non-alphanumeric characters (&, 3, #, %, etc.)
d. The user is automatically logged off if the domain is not accessed for
10 minutes
e. After five invalid logon attempts, the account will be locked out.

Once the domain is accessed, the user must then enter a TollPro password. The
TollPro system currently does not have the password complexity requirements
identified above with the Cofiroute login procedures. The system developer of TollPro,
Northern Lakes Data Corporation, will be modifying the password complexity to match
industry best practices.

Staff agrees with the auditors’ recommendation of removing user access o systems
immediately following termination. Cofiroute’s practice is to remove employees by the
end of the following business day for terminated employees. In the example cited in
the finding, an employee was terminated on the Friday prior to the Thanksgiving week
of 2007. The Human Resources employee responsible for removing terminated
employees was on vacation during that week. Therefore, the terminated employee was
not removed from the system until the following Monday, ten days after the day of
termination. Cofiroute will implement a policy to ensure all terminated employees are
removed by the close of the following business day.
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(2)

Need to Strengthen Controls of Third-Party Contractor (Continued)

Cofiroute is an independent contractor responsible for managing 91 Express Lanes
operations for the Authority. The TollPro system that is used to track customer account
and vehicle information is a proprietary system developed and maintained by Northern
Lakes Data Corporation and is not connected to the Cofiroute management system or
Human Resources records. Cofiroute maintains Human Resources data at its
corporate office in Irvine. TollPro and Cofiroute systems are completely independent
and not technically compatible. Cofiroute does not permit access of the TollPro system
from computers other than those owned by the 91 Express lLanes. Cofiroute
employees can only access TollPro through a Cofiroute controlled computer and
domain.

internal Controls over the Combined Transportation Funding Program

During our search for unrecorded liabilities, we noted two cash disbursements related
to Combined Transportation Funding Program (CTFP) Agreements between OCTA and
the City of Anaheim (City) that should have been accrued as of June 30, 2008.

According to Project Delivery Department personnel, the cash disbursements were not
issued to the City during fiscal year 2007-08 as the required documentation was
furnished to OCTA subsequent to year-end. However, all of the supporting
documentation submitted to OCTA was dated January 2008. As a result, the
Accounting Department posted an adjustment for $6,375,355 to accrue this fiability as
of June 30, 2008.

Recommendation

We recommend that the Project Delivery Department ensure proper documentation is
maintained regarding any withholding or delay of payments resulting from lack of
documentation provided by the entity awarded CTFP funds.

Management’'s Response

Staff is currently developing an electronic tracking system that will facilitate the audit
recommendation. This effort was in process prior o the audit report. Once completed,
the system will provide an electronic log of invoice issues, missing documentation,
correspondence with the cities, and track the dates missing documentation is both
requested and received.
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Communication of Financial Information to the Appropriate Department

During our review of fund balances, we noted one instance where revenues related to
cooperative agreements entered into by OCTA were improperly accrued in prior years
and had to be adjusted in the current year. The amount of the prior year adjustment
was $4,114,302. The primary cause of this was lack of communication of changes in
cooperative agreements by Project Managers to the Financial Planning and Analysis
Department (FP&A) or the Accounting Department. The cooperative agreement
changes and amendments appear to involve OCTA's Planning Department, which does
not always communicate amendments to agreements to FP&A and Accounting.

Recommendation

We recommend OCTA establish procedures or protocols to ensure that all information
of a financial nature is communicated to the FP&A Department or Accounting
Department, as appropriate.

Management’s Response

This was a unique situation that is unlikely to be repeated. The original cooperative
agreement with Caltrans referred to the “latest revision” of a standard funding
agreement as the appropriate documentation for the subject funding amount. This
funding agreement was revised a couple of times, but a change to the document did
not require the original cooperative agreement to be amended. If an amendment were
to be made to the agreement, it would have been transmitted to FP&A by the Contracts
Administration and Material Management (CAMM) Department. This was an unusual
structure for a cooperative agreement that is unlikely to be repeated. The normal
processing and transmittal of agreements and amendments by CAMM should provide
the required financial information needed by FP&A.

Need to Establish a Policy on Misconduct

OCTA does not currently have a written policy on misconduct. An effective method of
communicating and reinforcing an antifraud culture within an organization is through
the development of a policy on misconduct. A misconduct policy communicates to all
employees the organizational position and policy on matters such as the following:

« Risks that the organization faces from fraud, abuse and other forms of
misconduct;

+ Effect of the Code of Conduct;

» Definitions of misconduct, including fraud and abuse;
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(5)

Need to Establish a Policy on Misconduct {(Continued}

+ Employee’'s responsibility to report suspected misconduct (including an
established reporting mechanism, such as a member of the Board of Directors,
a consuitant or advisor, hotline service, etc.);

» Organizational responsibility to investigate; and
« Disciplinary action for violations

Best practice suggests that a misconduct policy and its annual reaffirmation by
employees will greatly strengthen internal controls to prevent the occurrence of fraud
and abuse. The policy should be acknowledged and signed by each employee upon
hire and on an annual basis as evidence of their affirmation that they understand the
policy and have complied with its provisions. This condition was also reported for the
year ended June 30, 2007 in our communication dated October 31, 2007.

Recommendation

OCTA should develop and implement a policy on misconduct. Once developed, the
policy should be acknowledged and signed by each employee on an annual basis as
evidence of their affirmation that they understand the policy and have complied with its
provisions.

Management's Response

Management will develop and implement a policy on misconduct; each new hire will be
asked to acknowledge and sign the policy upon starting work at OCTA.

Need to Adhere to Buy America Requirements

OCTA’s rolling stock procurement documentation did not meet the Post-Delivery
Procurement Audit requirements per the Federal Transit Administration (FTA) Buy
America Handbook. According to Section 3 of the Buy America Handbook, purchases
of 10 buses or more must have the resident inspector complete a final manufacturing
report, which should include any information that supports or refutes claims made by
the manufacturer concerning its capabilities or the bus specifications. For buses
manufactured in multiple stages (such as body-on-chassis huses), the resident
inspector is required to visit the final-stage manufacturer’s final assembly location only.
Once completed, the Post-Delivery Purchaser's Reguirement Certification is made and
filed.
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Need to Adhere to Buy America Requirements, (Continued)

OCTA provided the sign-off of contract completion as proof of the post-delivery review
for the rolling stock purchases reviewed. However, the documentation does not
provide sufficient evidence that OCTA verified that the Buy America information had not
materially changed from the pre-award stage to the completed manufacturing stage.
This condition was also reported for the year ended June 30, 2007 in our
communication dated October 31, 2007.

Recommendation

We recommend that OCTA adhere to the Buy America requirements and ensure that
all documentation is contained in the procurement files to support OCTA's compliance.

Management Response

The OCTA Transit Division Maintenance Department inspectors will follow the Buy
America guideline as done last year. OCTA will insure that contract administration has
the necessary paperwork on file for the closing of contracts for the post filings.

In addition, we observed the following other matters, which were not deemed to be significant
deficiencies or material weaknesses, and offer these comments and suggestions:

(6)

Segregation of Duties in the Payroll Process

Two individuals who have the ability to prepare and transmit the positive pay file to the
bank for payroll are System Administrators in the Information Technology Department.
These individuals were identified in the Lawson payroll system as “ADMIN” security
class and had access to all Lawson forms and programs. As a result, there is an
increased risk that these individuals could make unauthorized pay rate changes to the
system without it being detected by management.

Recommendation

No recommendation is warranted. In May 2008, OCTA upgraded its Lawson
application. As a result, the security plan was changed from the initial implementation
package and the access for the two individuals was limited to specific functions based
on job duties.
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(8)

Setting up New Vendors in Accounts Payable Module

The Accounts Payable Supervisor and two Accounts Payable Technicians have access
to create and edit vendors in the Integrated Financial and Administrative Solution
(IFAS) accounts payable module. To mitigate the risk of unauthorized payments being
issued, individuals responsible for processing cash disbursements should not be able
to create and edit vendor information.

Recommendation

No recommendation is warranted. In June 2008, the Accounting Department
reassigned the responsibility of creating and editing vendor information to an individual
who is not responsible for processing cash disbursements and restricted the access for
the Accounts Payable Technicians so they are not able to create or edit vendors in the
system. In addition, the Accounis Payable Supervisor currently reviews a report
generated by IFAS that identifies all new vendors created during each accounts
payable check run. .

Need to Establish a Formal Change Management Process

There was no documented change management process in place for most of the year
ended June 30, 2008. Change management is the process of documenting changes to
computer applications, from the time a request for a change is made through the time
in which the change is placed into the production environment. The following specific
conditions were noted during our review of the informal change management process:

* All changes are generally initiated in the Information Systems (IS) Help Desk
System through the creation of a ticket, but are not tracked through completion.
Eventually all tickets are closed. Additionally, the Help Desk System is not
always utilized for all changes.

¢ Significant changes are handled within a project and assigned to an OCTA
project manager. The OCTA project manager may or may not create a project
plan or other tracking mechanism for IS changes.

e Changes to various systems are maintained by the various system
administrators, but the change documentation is not standardized or centralized
in one location.

A documented change management process will mitigate the risk of unauthorized
changes to hardware, applications, and systems.
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(8) Need to Establish a Formal Change Management Process (Continued)

Recommendation

OCTA developed and implemented a formal change management process. The
process documents the system development cycle of changes to hardware,
applications, and systems effective June 2008. As such, this condition has been
resolved.

OCTA’s written responses to the significant deficiencies identified in our audit are described
above. We did not audit OCTA’s responses, and accordingly, we express no opinion on them.

This communication is intended solely for the information and use of management, the Board
of Directors, the Finance and Administration Committee, others within the organization, and
federal and pass-through awarding agencies and is not intended to be and should not be used
by anyone other than these specified parties.

r/l% LL@Z,. Lo B

irvine, California
October 24, 2008
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BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
e
From: Wendy Knowles, Clerk of the Board

Subject: Fiscal Year 2007-08 Annual Financial Reports

Finance and Administration Committee meeting of January 28, 2009

Present: Directors Amante, Bates, Brown, Campbell, Green, and
Moorlach
Absent: Director Buffa

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Receive and file the fiscal year 2007-08 annual financial reports as
information items.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

January 28, 2009

To: Finance and Administration Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Fiscal Year 2007-08 Annual Financial Reports

Overview

The Orange County Transportation Authority is required to obtain an
independent auditor’s opinion on various financial statements, schedules, and
agreements. Mayer Hoffman McCann P.C., an independent accounting firm,
has completed its annual audit of the Orange County Transportation Authority’s
financial statements, schedules, and agreements for fiscal year 2007-08, and
reports are included herewith.

Recommendation

Receive and file the fiscal year 2007-08 annual financial reports as information
items.

Background

Pursuant to Section 28770 of the Public Utilities Code, the Orange County
Transportation Authority (OCTA) prepares an annual set of financial statements
presenting results of operations during the preceding fiscal year and OCTA’s
financial position at year end. These financial statements are included in
OCTA's Comprehensive Annual Financial Report (CAFR), which was presented
to the Board of Directors on November 24, 2008. In connection with the
preparation of the CAFR, the independent accounting firm of Mayer Hoffman
McCann P.C. (MHM) provides opinions on other financial reports of OCTA.

The audit was performed using current standards and guidelines, and in
accordance with generally accepted auditing standards, the standards set forth
for financial audits in the Government Accountability Office's Government
Auditing Standards (as amended), the provisions of the federal Single Audit Act
of 1984 (as amended) and United States (U.S.) Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)
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Organizations, as well as the following additional requirements, where
applicable:

»  State of California Transportation Development Act (TDA), including the
requirements of the Southemn California Association of Governments’
Transportation Development Act Conformance Auditing Guide;

» Revised Traffic Improvement and Growth Management Ordinance
(Measure M);

»  National Transit Database Reporting;

= Special District and Transit District Reporting Requirements, as specified
by the California State Controller; and

»  Section 1.5 of Article XIlIB of the California Constitution, with procedures
specified by the League of California Cities in Article XIIIB Appropriations
Limitation Uniform Guidelines.

Discussion

MHM, an independent accounting firm, has completed its annual audit of
OCTA's fund financial statements, schedules, and agreements and has issued
its independent auditor's opinion on OCTA’s financial statements for the
fiscal year ended June 30,2008. The related reports are included as
Attachments A through K.

The following reports include findings and recommendations.

The Single Audit Report on Federal Awards was audited as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations (Attachment A). The auditors
identified five significant deficiencies that are included in this report (pages 8
through 14) as well as the management letter.

Agreed-upon procedures were performed with respect to the National Transit
Database Report for the year ended June 30, 2008, to assist OCTA in ensuring
compliance with the regulations of National Transit Database Reporting and
49 CFR Part 630 of the Federal Register, dated January 15, 1993 (Attachment E).
MHM identified variances between data captured by the system and data on
related tripsheets. MHM recommended that data captured and reported be
periodically reviewed and compared to supporting documents to ensure
accuracy.

All findings and recommendations provided by MHM will be tracked on Internal
Audit’'s Quarterly Unresolved Audit Findings and Recommendations report until
resolved.
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Summary

MHM, an independent accounting firm, has audited OCTA’s CAFR and has issued
an unqualified opinion. The auditor has also issued its unqualified opinions on
various other fund financial statements, schedules, and agreements, as requested
by OCTA, which are attached hereto. Recommendations were made in the Single
Audit Report on Federal Awards and the National Transit Database Report.

Attachments

A.

B.

Orange County Transportation Authority Orange, California Single Audit
Report on Federal Awards, Year Ended June 30, 2008

Orange County Local Transportation Authority (A Component Unit of the
Orange County Transportation Authority) Annual Financial And
Compliance Report, Year Ended June 30, 2008

Orange County Local Transportation Authority Debt Service Coverage
Tests Year Ended June 30, 2008

Orange County Local Transportation Authority Report on Agreed-Upon
Procedures Applied to Measure M Status Report Year Ended
June 30, 2008

Orange County Transportation Authority Agreed-Upon Procedures
Performed with Respect to the National Transit Database Report For the
Period July 1, 2007 through June 30, 2008

Orange County Transportation Authority Independent Accountants’
Report on Agreed-Upon Procedures Performed with Respect to the
Treasury Department Year Ended June 30, 2008

Report on Internal Control over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Basic Financial Statements
Performed in Accordance with Governmental Auditing Standards and the
Transportation Development Act

Independent Accountants’ Report on Agreed-Upon Procedures Applied to
the Orange County Transportation Authority’s Appropriations Limit
Worksheets

Independent Accountants’ Report on Agreed-Upon Procedures Applied to
the Orange County Local Transportation Authority’s Appropriations Limit
Worksheets
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J. Orange County Transportation Authority Local Transportation Fund
Financial Statements Year Ended June 30, 2008

K. Orange County Transportation Authority State Transit Assistance
Fund Financial Statements Year Ended June 30, 2008

Prepared by:

il ] mmﬂ/

athleen M. O’Connell
Manager, Internal Audit
(714) 560-5669
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Board of Directors
Orange County Transportation Authority
Orange, California

REPORT ON COMPLIANCE AND OTHER MATTERS AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Orange
County Transportation Authority (OCTA), as of and for the year ended June 30, 2008, which
collectively comprise OCTA’s basic financial statements and have issued our report thereon
dated October 24, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial

audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered OCTA’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of OCTA’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of OCTA'’s internal control over financial reporting.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily disclose all deficiencies in
internal control that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficiencies in internal control over financial reporting
that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects OCTA's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of OCTA’s financial statements that is more than inconsequential will not be
prevented or detected by OCTA's internal control. We consider items 08-01 through 08-04 as
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described in the accompanying Schedule of Findings and Questioned Costs to be significant
deficiencies in internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by OCTA’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all the
deficiencies in the internal control that might be significant deficiencies and, accordingly, would
not necessarily disclose all significant deficiencies that are also considered to be material

weaknesses. We did not identify any deficiencies in internal control that we consider to be
material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether OCTA's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no

instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted other certain matters we reported to the management of OCTA in a separate letter
dated October 24, 2008.

OCTA's written responses to the significant deficiencies identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit OCTA’s
responses, and accordingly, we express no opinion on them.

This report is intended solely for the information and use of the Board of Directors and

management of OCTA and is not intended to be and should not be used by anyone other than
these specified parties.

egm Uble o] P

Irvine, California
October 24, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM, INTERNAL CONTROL OVER COMPLIANCE AND ON
THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
IN ACCORDANCE WITH OMB CIRCULAR A-133

Compliance

We have audited the compliance of the Orange County Transportation Authority (OCTA) with
the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to its major federal
programs for the year ended June 30, 2008. OCTA's major federal programs are identified in
the summary of auditors’ results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to its major federal programs are the responsibility of OCTA's management. Our
responsibility is to express an opinion on OCTA’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
OCTA’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable

basis for our opinion. Our audit does not provide a legal determination of OCTA's compliance
with those requirements.

In our opinion, OCTA complied, in all material respects, with the requirements referred to
above that are applicable to its major federal programs for the year ended June 30, 2008.
However, the results of our auditing procedures disclosed one instance of noncompliance with
those requirements, which is required to be reported in accordance with OMB Circular A-133

and which is described in the accompanying schedule of findings and questioned costs as item
08-05.
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Internal Control Over Compliance

The management of OCTA is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered OCTA'’s
internal control over compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion
on the effectiveness of OCTA'’s internal control over compliance.

A control deficiency in OCTA's internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects OCTA’s ability
to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by OCTA's internal control. We consider the
deficiency in internal control over compliance described in the accompanying schedule of
findings and questioned costs as item 08-05 to be a significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by OCTA’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not

identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of OCTA as of and
for the year ended June 30, 2008, and have issued our report thereon dated October 24, 2008.
Our audit was performed for the purpose of forming our opinions on the financial statements
that collectively comprise OCTA's basic financial statements. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by
OMB Circular A-133 and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
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financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

OCTA's responses to the findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs. We did not audit OCTA’s responses, and
accordingly, we express no opinion on them.

This report is intended for the information and use of the Board of Directors, management of
OCTA, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Hege Al A b

Irvine, California

December 12, 2008, except for the Schedule of Expenditures of Federal Awards, as to which
the date is October 24, 2008 '



ORANGE COUNTY TRANSPORTATION AUTHORITY

Schedule of Expenditures of Federal Awards

Federa! Grantor/
Pass-through Grantor/
Program Title
U.S. Department of Transportation
Direct Assistance:
Federal Transit Cluster:

Federal Transit - Capital Investment Grants
Federal Transit - Formula Grants

Total Federal Transit Cluster

State Planning and Research

Passed through California Department
of Transportation:

Highway Planning and Construction

Total U.S. Department of Transportation

U.S. Department of Homeland Security
Passed through State of California
Office of Emergency Services:

Rail and Transit Security Grant Program
Office of Emergency Services

Total U.S. Department of Homeland Security

U.S. Department of Health and Human Services

Passed through County of Orange
Community Services Agency:

Special Programs for the Aging - Title Ill, Part B -
Grants for Supportive Services and Senior Centers

Total U.S. Department of Health and Human Services

Total federal expenditures

*

Major Programs

Year Ended June 30, 2008

Federal
Domestic Program

Assistance  Identification
Number Number

20.500
20.507

20.515

20.205 CMLN-6071(023)

97.075
97.036

Federal
Financial
Assistance
Expenditures

3 3,284,001
96,759,633

100,043,534

28,234

15,225,358
115,297,126

1,324,263
16,169

1,340,432

93.044 22-0203

$

See Notes to Schedule of Expenditures of Federal Awards

-6-

337,270

_ 337270

116,974,828

$

Amount
Provided to
Subrecipients

3,004,739
3,625,272
6,720,011

6,720,011



ORANGE COUNTY TRANSPORTATION AUTHORITY
Notes to Schedule of Expenditures of Federal Awards

Year Ended June 30, 2008

(1) Summary of Significant Accounting Policies Applicable to the Schedule of

Expenditures of Federal Awards

(a) Scope of Presentation

The accompanying schedule presents only the expenditures incurred by the
Orange County Transportation Authority (OCTA) that are reimbursable under
federal programs of federal financial assistance. For the purpose of this schedule,
federal financial assistance includes both federal financial assistance received
directly from a federal agency, as well as federal funds received indirectly by OCTA
from a non-federal agency or other organization. Only the portion of program
expenditures reimbursable with such federal funds is reported in the accompanying
schedule. Program expenditures in excess of the maximum federal reimbursement
authorized or the portion of the program expenditures that were funded with state,
local or other non-federal funds are excluded from the accompanying schedule.

(b) Basis of Accounting

()

The expenditures included in the accompanying schedule were reported on the
modified accrual basis of accounting. Under the modified accrual basis of
accounting, expenditures are recognized when OCTA becomes obligated for
payment as a result of the receipt of the related goods and services. Expenditures
reported include any property or equipment acquisitions incurred under the federal
program.

Subrecipients

OCTA made payments to subrecipients totaling $6,720,011 during the fiscal year
ended June 30, 2008.



ORANGE COUNTY TRANSPORTATION AUTHORITY
Schedule of Findings and Questioned Costs

Year.Ended June 30, 2008

(A) Summary of Auditor’'s Results

1.

(B)

An unqualified report was issued by the auditors on the financial statements of the
auditee.

The audit disclosed four significant deficiencies in internal control over financial
reporting.

The audit disclosed no noncompliance which is material to the financial statements
of the auditee.

There was one significant deficiency and no material weaknesses in internal
control over the major programs of the auditee.

An unqualified report was issued by the auditors on compliance for major
programs.

The audit disclosed no audit findings required by the auditors to be reported under
paragraph .510(a) of OMB Circular A-133.

The major programs of the auditee were CFDA No. 20.500, U.S. Department of
Transportation — Federal Transit — Capital Investment Grants and CFDA No.
20.507, U.S. Department of Transportation — Federal Transit — Formula Grants.

The dollar threshold used to distinguish Type A and Type B programs was
$3,509,245.

The auditee did not meet the criteria to be considered a low risk auditee for major
program determination for the year ended June 30, 2008.

Findings Related to the Financial Statements which are Required to be Reported

in_Accordance with Generally Accepted Government Auditing Standards

(GAGAS)

(08-01) Need to Strengthen Controls of Third-Party Contractor

OCTA utilizes a third-party contractor (contractor) to manage and oversee the State
Route 91 Toll Road (Toll Road) revenue cycle. The information systems of the
contractor are significant to the financial information of OCTA. As such, we reviewed
the information systems of the contractor to ensure that controls were designed and
implemented to mitigate risk of loss of OCTA assets. During this review, we noted the
following issues:



ORANGE COUNTY TRANSPORTATION AUTHORITY
Schedule of Findings and Questioned Costs

(Continued)

(B) Findings Related to the Financial Statements which are Required to be Reported

in Accordance with Generally Accepted Government Auditing Standards

(GAGAS) (Continued)

(08-01) Need to Strengthen Controls of Third-Party Contractor (Continued)

Tape backups of all files, including master files, transaction files, application
programs, systems software, and database software that support Toll Road
operations, are currently stored on-site at the third-party contractor’s office.
The contractor has elected to maintain tape backups onsite based on current
business concerns. Industry best practice recommends using a backup
storage site that is geographically removed from the primary site. In the
event of a catastrophic event at the main office location, information would be
lost without a means for recovery.

The system used to track customer account and vehicle information has
password controls that are limited to @ minimum of 6 characters, with no
complexity requirements or user lockout after a certain number of
unsuccessful log-in attempts. Effective password complexity controls were
not considered during system implementation. Controls recommended by
industry best practice include:

a. Alphanumeric passwords;

b. Required password change interval; and :

c. Locking user accounts after a maximum number of incorrect password
attempts.

Without effective password controls, an unauthorized user could employ
various forms of password hacking tools to access the system.

The process to remove terminated employees from systems is manual and
not synchronized to a master employee database. In addition, of the 5
terminated users sampled, one user was not removed from the active
directory network in a timely manner. Industry best practice suggests
removing user access to systems immediately following termination.
Untimely removal of users’ access after termination provides employees an
opportunity to sabotage or otherwise impair entity operations or assets.

The aggregate effect of these weaknesses in information systems controls
increases the likelihood of theft, loss or misuse of OCTA assets.



ORANGE COUNTY TRANSPORTATION AUTHORITY

Schedule of Findings and Questioned Costs

(Continued)

(B) Findings Related to the Financial Statements which are Required to be Reported
in Accordance with Generally Accepted Government Auditing Standards
(GAGAS) (Continued)

(08-01) Need to Strengthen Controls of Third-Party Contractor (Continued)

Recommendation

We recommend that the third-party contractor be required to establish procedures to
strengthen internal controls in the information systems associated with the OCTA
contract.

Management’s Responses

Staff agrees with the auditors’ recommendation regarding backup tapes. The
Authority’s operator, Cofiroute USA (Cofiroute), had been maintaining backup tapes at
the Anaheim Office for research purposes related to ongoing litigation against the
Authority. However, all backup tapes have now been stored at a secure, offsite
location with Iron Mountain.

Staff agrees with the auditors’ recommendation regarding password controls. For
Cofiroute employees to access the system used to frack customer account and
vehicle information, TollPro, requires the user to first login to the domain. Cofiroute
controls access to the domain. The password complexity for the domain is as follows:

a. The password cannot contain all or part of the user's account name
b. The password must be at least seven characters in length
c. The password must contain characters from three of the following four
categories:
* English uppercase characters (A through Z)
. English lowercase characters ( a through z)
. Base 10 digits (O through 9)
e  Non-alphanumeric characters (&, $, #, %, etc.)
d. The user is automatically logged off if the domain is not accessed for 10
minutes
e. After five invalid logon attempts, the account will be locked out.

Once the domain is accessed, the user must then enter a TollPro password. The
TollPro system currently does not have the password complexity requirements
identified above with the Cofiroute login procedures. The system developer of TollPro,
Northern Lakes Data Corporation, will be modifying the password complexity to match
industry best practices.

-10-



(B)

ORANGE COUNTY TRANSPORTATION AUTHORITY
Schedule of Findings and Questioned Costs

(Continued)

Findings Related to the Financial Statements which are Required to be Reported

(08-01)

(08-02)

in Accordance with Generally Accepted Government Auditing Standards
(GAGAS) (Continued)

Need to Strengthen Controls of Third-Party Contractor (Continued)

Staff agrees with the auditors’ recommendation of removing user access to systems
immediately following termination. Cofiroute’s practice is to remove employees by the -
end of the following business day for terminated employees. In the example cited in
the finding, an employee was terminated on the Friday prior to the Thanksgiving week
of 2007. The Human Resources employee responsible for removing terminated
employees was on vacation during that week. Therefore, the terminated employee
was not removed from the system until the following Monday, ten days after the day of
termination. Cofiroute will implement a policy to ensure all terminated employees are
removed by the close of the following business day.

Cofiroute is an independent contractor responsible for managing 91 Express Lanes
operations for the Authority. The TollPro system that is used to track customer
account and vehicle information is a proprietary system developed and maintained by
Northern Lakes Data Corporation and is not connected to the Cofiroute management
system or Human Resources records. Cofiroute maintains Human Resources data at
its corporate office in Irvine. TollPro and Cofiroute systems are completely
independent and not technically compatible. Cofiroute does not permit access of the
TollPro system from computers other than those owned by the 91 Express Lanes.
Cofiroute employees can only access TollPro through a Cofiroute controlled computer
and domain.

Internal Controls over the Combined Transportation Funding Program

During our search for unrecorded liabilities, we noted two cash disbursements related
to Combined Transportation Funding Program (CTFP) Agreements between OCTA
and the City of Anaheim (City) that should have been accrued at June 30, 2008.

According to Project Delivery Department personnel, the cash disbursements were not
issued to the City during fiscal year 2007-08 as the required documentation was
furnished to OCTA subsequent to year-end. However, all of the supporting
documentation submitted to OCTA was dated January 2008. As a result, the
Accounting Department posted an adjustment for $6,375,355 to accrue this liability as
of June 30, 2008.

Recommendation

We recommend that the Project Delivery Department ensure proper documentation is
maintained regarding any withholding or delay of payments resulting from lack of
documentation provided by the entity awarded CTFP funds.

-11 -
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ORANGE COUNTY TRANSPORTATION AUTHORITY
Schedule of Findings and Questioned Costs

(Continued)

Findings Related to the Financial Statements which are Required to be Reported

(08-02)

(08-03)

in_Accordance with Generally Accepted Government Auditing Standards
(GAGAS) (Continued)

Internal Controls over the Combined Transportation Funding Program

{Continued) .

Management’s Response

Staff is currently developing an electronic tracking system that will facilitate the audit
recommendation. This effort was in process prior to the audit report. Once
completed, the system will provide an electronic log of invoice issues, missing
documentation, correspondence with the cities, and track the dates missing
documentation is both requested and received.

Communication of Financial Information to the Appropriate Department

During our review of fund balances, we noted one instance where revenues related to
cooperative agreements entered into by OCTA were improperly accrued in prior years
and had to be adjusted in the current year. The amount of the prior year adjustment
was $4,114,302. The primary cause of this was a lack of communication of changes
in cooperative agreements by project managers to the Financial Planning and Analysis
Department (FP&A) or the Accounting Department. The cooperative agreement
changes and amendments appear to involve OCTA’s Planning Department, which
does not always communicate amendments to agreements to FP&A and Accounting.

Recommendation

We recommend OCTA establish procedures or protocols to ensure that all information
of a financial nature is communicated to the FP&A Department or Accounting
Department, as appropriate.

Management Response

This was a unique situation that is unlikely to be repeated. The original cooperative
agreement with Caltrans referred to the “latest revision” of a standard funding
agreement as the appropriate documentation for the subject funding amount. This
funding agreement was revised a couple of times, but a change to the document did
not require the original cooperative agreement to be amended. If an amendment were
to be made to the agreement, it would have been transmitted to FP&A by the
Contracts Administration and Material Management (CAMM) Department. This was
an unusual structure for a cooperative agreement that is unlikely to be repeated. The
normal processing and transmittal of agreements and amendments by CAMM should
provide the required financial information needed by FP&A.

-12-



ORANGE COUNTY TRANSPORTATION AUTHORITY

Schedule of Findings and Questioned Costs

(Continued)

(B) Findings Related to the Financial Statements which are Required to be Reported
in_Accordance with Generally Accepted Government Auditing Standards
(GAGAS) (Continued)

(08-04) Need to Establish a Policy on Misconduct

OCTA does not currently have a written policy on misconduct. An effective method of
communicating and reinforcing an antifraud culture within an organization is through
the development of a policy on misconduct. A misconduct policy communicates to all
employees the organizational position and policy on matters such as the following:

e Risks that the organization faces from fraud, abuse and other forms of
misconduct;

« Effect of the Code of Conduct;
« Definitions of misconduct, including fraud and abuse;

o Employee's responsibility to report suspected misconduct (including an
established reporting mechanism, such as a member of the Board of
Directors, a consultant or advisor, hotline service, etc.);

« Organizational responsibility to investigate; and
» Disciplinary action for violations

Best practice suggests that a misconduct policy and its annual reaffirmation by
employees will greatly strengthen internal controls to prevent the occurrence of fraud
and abuse. The policy should be acknowledged and signed by each employee upon
hire and on an annual basis as evidence of their affirmation that they understand the
policy and have complied with its provisions. This condition was also reported for the
year ended June 30, 2007 in our communication dated October 31, 2007.

Recommendation

OCTA should develop and implement a policy on misconduct. Once developed, the
policy should be acknowledged and signed by each employee on an annual basis as

evidence of their affirmation that they understand the policy and have complied with its
provisions.

Management Response

Management will develop and implement a policy on misconduct; each new hire will be
asked to acknowledge and sign the policy upon starting work at OCTA.

-13-



ORANGE COUNTY TRANSPORTATION AUTHORITY

Schedule of Findings and Questioned Costs

(Continued)
(C) Findings and Questioned Costs for Federal Awards as Defined in Paragraph
.510(a) at OMB Circular A-133
(08-05) Need to Adhere to Buy America Requirements

OCTA's rolling stock procurement documentation did not meet the Post-Delivery
Procurement Audit requirements per the Federal Transit Administration (FTA) Buy
America Handbook. According to Section 3 of the Buy America Handbook, purchases
of 10 buses or more must have the resident inspector complete a final manufacturing
report, which should include any information that supports or refutes claims made by
the manufacturer concerning its capabilities or the bus specifications. For buses
manufactured in multiple stages (such as body-on-chassis buses), the resident
inspector is required to visit the final-stage manufacturer's final assembly location
only. Once completed, the Post-Delivery Purchaser's Requirement Certification is
made and filed.

OCTA provided the sign-off of contract completion as proof of the post-delivery review
for the rolling stock purchases reviewed. However, the documentation does not
provide sufficient evidence that OCTA verified that the Buy America information had
not materially changed from the pre-award stage to the completed manufacturing
stage. This condition was also reported for the year ended June 30, 2007 in our
communication dated October 31, 2007.

Recommendation

We recommend that OCTA adhere to the Buy America requirements and ensure that
all documentation is contained in the procurement files to support OCTA’s compliance.

Management Response

The OCTA Transit Division Maintenance Department inspectors will follow the Buy
America guideline as done last year. OCTA will insure that contract administration has
the necessary paperwork on file for the closing of contracts for the post filings.

-14 -



ORANGE COUNTY TRANSPORTATION AUTHORITY
Summary Schedule of Prior Audit Findings

Year Ended June 30, 2008

Status of Prior Year Audit Findings:

(07-01) Need to Establish a Policy on Misconduct - See current year finding 08-04
(07-02) Need to Strengthen Procurement Procedures over On-Call Contracts - Resolved
(07-03) Internal Controls over Bus Pass Inventory — Resolved

(07-04) Need to Establish a Formal Change Management Process - Resolved

(07-05) Lack of Segregation of Duties Over Assignment of Permissions within IFAS -
Resolved

(07-06) Accounts Payable Cutoff Needs to be Adhered to — Resolved
(07-07) Need to Improve Subrecipient Monitoring Procedures — Resolved

(07-08) Need to Adhere to Buy America Requirements — See current year finding 08-05

-15 -
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INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Orange County Local Transportation Authority (OCLTA), a component
unit of the Orange County Transportation Authority (OCTA), as of and for the year ended June
30, 2008, which collectively comprise the OCLTA’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of OCLTA's management.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the
OCLTA as of June 30, 2008, and the respective changes in financial position of the OCLTA for

the year then ended in conformity with accounting principles generally accepted in the United
States of America.

The information identified in the accompanying table of contents as management’s discussion
and analysis and required supplementary information are not a required part of the basic
financial statements, but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the OCLTA’s basic financial statements. The budgetary comparison
schedule for the Local Transportation OCLTA Debt Service Fund is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The budgetary
comparison schedule has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in ail material respects in relation
to the basic financial statements taken as a whole.




Board of Directors

Orange County Local Transportation Authority
Orange, California

in accordance with Government Auditing Standards, we have also issued a report dated
October 24, 2008 on our consideration of the OCLTA’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Aepe AL e P

Irvine, California
October 24, 2008
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(UNAUDITED)

As management of the Orange County Local Transportation Authority (OCLTA), we offer readers of the
OCLTA'’s financial statements this narrative overview and analysis of the OCLTA’s Measure M financial
activities for the fiscal year ended June 30, 2008. We encourage readers to consider the information on
financial performance presented here in conjunction with the financial statements that begin on page 9.
All amounts, unless otherwise indicated, are expressed in thousands of dollars.

FINANCIAL HIGHLIGHTS

e Total net assets of the OCLTA were $439,672 and consisted of net assets invested in capital

assets, net of related debt, of $147,998; restricted net assets of $518,329; and unrestricted (deficit)
of ($226,655).

e The unrestricted net assets (deficit) from governmental activities of ($226,655) represents
liabilities in excess of assets. This results primarily from the recording of debt issued for Measure M
projects, the assets for which title vests with the California Department of Transportation
(Caltrans). Accordingly, the OCLTA does not have sufficient current resources on hand to cover
current and long-term liabilities; however, future Measure M sales taxes are pledged to cover
Measure M debt service payments when due.

s Net assets decreased $419,535 during fiscal 2008. This decrease was primarily attributable to the
transfer of the completed SR-22 freeway project.

¢ Total capital assets, net of accumulated depreciation, were $147,998 at June 30, 2008.

e Beginning fund balance was restated $7,239 (see note 10). The OCLTA’s governmental funds
reported combined ending fund balances of $523,360 an increase of $5,799 from the prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the OCLTA’s basic financial
statements, which are comprised of three components including government-wide financial statements,
fund financial statements and notes to the financial statements. This report also contains required
supplementary information in addition to the basic financial statements. Because the OCLTA is a
governmental activity of the Orange County Transportation Authority, governmental funds are used to
account for its Measure M program activities. These basic financial statements include only the activities

for the OCLTA.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with a broad overview of the
OCLTA’s finances using the accrual basis of accounting, in a manner similar to a private-sector business.
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The statement of net assets presents information on all of the OCLTA’s assets and liabilities, with the
difference between assets and liabilities reported as net assets. Over time, increases or decreases in net

assets may serve as a useful indicator of whether the financial position of the OCLTA is improving or
deteriorating.

The statement of activities presents information showing how the OCLTA’s net assets changed during the
fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows.

The government-wide financial statements can be found on pages 9-10 of this report.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Fund accounting is used to ensure and demonstrate
compliance with Measure M finance-related legal requirements. The OCLTA uses governmental funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements; however, governmental fund financial statements
focus on near-term inflows and outflows of spendable resources and on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating the OCLTA’s
near-term financing requirements.

Since the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. As a result, readers may better
understand the long-term impact of the OCLTA’s near-term financing decisions. Both the governmental
funds balance sheet and related statement of revenues, expenditures and changes in fund balances provide
a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The OCLTA maintains two individual governmental funds which are considered to be major funds.
Information is presented separately in the governmental funds balance sheet and in the related statement of
revenues, expenditures and changes in fund balances for the OCLTA’s major governmental funds.

The governmental funds financial statements can be found on pages 11-14 of this report.

Notes to the financial statements provide additional information that is essential to a full understanding of
the data provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 15-31 of this report.

The OCLTA adopts an annual budget for its two funds. A budgetary comparison schedule has been
provided for the LTA special revenue fund as required supplementary information on page 32 and the LTA
debt service fund as other supplementary information on page 34 to demonstrate compliance with the
annual appropriated budget.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted previously, net assets may serve over time as a useful indicator of the OCLTA’s financial position.
At June 30, 2008, the OCLTA's assets exceeded liabilities by $439,672, a $419,535 decrease from June 30,

2007. Our analysis below focuses on the net assets (Table 1) and changes in net assets (Table 2) of the
OCLTA’s governmental activities.

Approximately 34% of OCLTA's net assets reflect its investment in capital assets. The majority of which is
land purchased for right-of-way.

Restricted net assets, which are resources subjected to external restrictions on how they may be used,
decreased $115 from June 30, 2007. This decrease is primarily due to a decrease in capital outlay due to the
completion of the SR-22 freeway project and an offsetting increase in professional services due to the
beginning of the SR-22 phase II project and I-405/SR-22 project.

Unrestricted net assets represent the portion of net assets that can be used to finance day-to-day
Measure M operations without constraints established by debt covenants, enabling legislation, or other legal
requirements. Unrestricted net assets was a $226,655 deficit at June 30, 2008. This deficit results primarily
from the recording of debt issued for Measure M projects, the assets for which title vests with Caltrans.
Accordingly, OCLTA does not have sufficient current resources on hand to cover current and long-term

liabilities; however, future Measure M sales taxes are pledged to cover Measure M debt service payments
when due.

Table 1
Orange County Local Transportation Authority
Net Assets
Governmental Activities
2008 2007
Current and other assets $ 553,421 $ 523,563
Restricted assets 75,402 70,405
Capital assets, net 147,998 645,454
TOTAL ASSETS 776,821 1,239,422
Current liabilities 100,550 65,072
Long-term liabilities 236,599 307,904
TOTAL LIABILITIES 337,149 372,976
Net assets:
Invested in capital assets, net of
related debt 147,998 645,454
Restricted 518,329 518,444
Unrestricted (deficit), as restated (226,655) (304,691)
TOTAL NET ASSETS, AS RESTATED $439,672 $859,207
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Governmental activities decreased the OCLTA's net assets by $419,535. Sales taxes, which ultimately
financed a significant portion of the OCLTA’s net costs, decreased by $6,528, or 2%, from the prior year as
a result of a slowing economy. Capital grants and contributions increased $2,288, or 11%, from the prior
year primarily due to the increase in receipt of federal grant monies for the SR-22 phase Il project offset by a

decrease in federal grant monies for the SR-22 freeway project and the Buena Park Metrolink Station
received in the prior fiscal year.

OCLTA expenses of $749,963 shown on the statement of activities consist of:

Supplies and services $ 45321
Contributions to other local agencies 108,239
Infrastructure 18,783
Transfer of completed SR-22 project to Caltrans 559,356
Depreciation expense 54
Interest expense 17,210
Transfer to other OCTA funds 1,000

TOTAL EXPENSES $749,963

Total expenses increased $547,454, or 270% from the prior year primarily due to the transfer of the
completed SR-22 freeway project to Caltrans.

Table 2
Orange County Local Transportation Authority
Changes in Net Assets
Governmental Activities
2008 2007
Revenues:
Program revenues:

Charges for services $ 584 % 258

Capital grants and contributions, as restated 22,844 20,556
General revenues:

Taxes 269,118 275,646

Unrestricted investment earnings 37,882 29,137
Total revenues, as restated 330,428 325,597
Expenses:

Measure M program 749,963 202,509
Decrease in net assets, as restated (419,535) 123,088
Net assets - beginning, as restated 859,207 736,119
NET ASSETS—END OF YEAR, AS RESTATED $439,672 $ 859,207
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FINANCIAL ANALYSIS OF THE OCLTA’s FUNDS

As of June 30, 2008, the OCLTA’s governmental funds reported combined ending fund balances of
$523,360, an increase of $5,799 compared to 2007. The total amount constitutes reserved fund balance to
indicate that it is not available for new spending because of the following commitments:

e $1,390 deposited with the State for condemnation deposits;

e  $1,418 other non current assets

¢ $95,813 to liquidate contracts and purchase orders of the current and prior periods;

e $117,322 to pay debt service on Measure M sales tax revenue bonds issued in prior years to
accelerate funding for Measure M projects; and

*  $307,417 for transportation programs related to Measure M projects.
CAPITAL ASSET AND DEBT ADMINISTRATION

CAPITAL ASSETS

As of June 30, 2008, the OCLTA had $147,998, net of accumulated depreciation, invested in a broad range
of capital assets including land, buildings, and machinery and equipment. A summary of the OCLTA’s
Measure M capital assets, net of depreciation, follows:

Land $ 146,055
Construction in progress held for Department of Transportation 583
Improvements 1,621
TOTAL CAPITAL ASSETS 148,259
Less accumulated depreciation (261)
TOTAL CAPITAL ASSETS, NET $147,998

Total capital assets decreased $497,456 or 77%, from the prior year primarily due to the transfer of the
SR-22 freeway project to Caltrans. More detailed information about the OCLTA’s capital assets is
presented in Note 6 to the financial statements.

OCTA has outstanding construction contracts, the most significant of which are: $145,140 for the I-5 far
north project and $16,920 for the [-405/SR-55 transitway project.

DEBT ADMINISTRATION

As of June 30, 2008, the OCLTA had $284,155 in sales tax revenue bonds and commercial paper notes
outstanding. All sales tax revenue bonds mature by 2011 when the OCLTA authority to collect the local
sales tax expires. In February 2008, the OCLTA made $71,290 in principal payments. The OCLTA issued
$25,000 in commercial paper notes in February 2008 and retired $6,500 in August 2007.

The OCLTA maintains a “AAA” rating from Standard & Poot’s, a “AA” rating from Fitch and a “Aa2”
rating from Moody’s for its Measure M 1% Senior Sales Tax Revenue Bonds; a “AA” rating from Standard &
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Poor’s, an “AA-" rating from Fitch and a “Aa3” rating from Moody’s for its Measure M 2™ Senior Sales Tax
Revenue Bonds.

Additional information on the OCLTA’s short-term debt and long-term debt can be found in Notes 7 and 8
to the financial statements, respectively.

EcoNOMIC AND OTHER FACTORS

The OCLTA is committed to providing coordinated, efficient and accountable transportation within
Orange County. Sound financial management during the period since the Orange County bankruptcy has
put the OCLTA in a strong position to deliver Measure M projects.

The OCLTA adopted the 2009 Annual Budget on June 9, 2008. This $543.7 million balanced budget
includes both the original Measure M program (M1) and the Renewed Measure M program (M2). The M1
budget totals $463.7 million and includes payments to cities and the County of Orange for the turnback
and competitive programs, investment in the Metrolink Service Expansion Program, Measure M debt
service payments, and rights-of-way acquisition and construction costs for the I-5 Gateway project. The M2
budget totals $80 million and includes funds for the Grade Separation projects and pre-construction work

related to several freeway projects that have been identified in the Board-approved Early Action Plan
(EAP).

CONTACTING THE OCLTA’S MANAGEMENT

This financial report is designed to provide a general overview of the OCLTA’s finances for all those with
an interest in the OCLTA’s finances and to show the OCLTA’s accountability for the money it receives.
Questions concerning any of the information provided in this report or requests for additional information
should be addressed to the Finance and Administration Division at the Orange County Transportation
Authority, 550 South Main Street, P.O. Box 14184, Orange, California 92863-1584.



ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTAT!ION AUTHORITY)

STATEMENT OF NET ASSETS

JUNE 30, 2008

Governmental

(thousands) Activities
ASSETS
Cash and investments 508,517
Receivables:

Interest 4,189

Capital grants 3,455

Other 14
Due from other OCTA funds 38
Due from other governments 24,554
Condemnation deposits 1,390
Note receivable 4,830
Restricted cash and investments 75,402
Other assets 1,595
Land held for resale 4,839
Capital assets:

Nondepreciable 146,638

Depreciable, net 1,360

TOTAL ASSETS 776,821
LIABILITIES
Accounts payable 22,157
Accrued interest payable 5,031
Due to other governments 23,793
Unearned revenue 64
Other liabilities 21
Advance from other OCTA funds 1,884
Commercial paper notes 47,600
Noncurrent liabilities:

Due within one year 75,355

Due in more than one year 161,244

TOTAL LIABILITIES 337,149
NET ASSETS
Invested in capital assets 147,998
Restricted for:

Measure M program 406,038

Debt service 112,291
Unrestricted (deficit) (226,655)

ToTAL NET ASSETS 439,672

See accompanying notes to the financial statements.




ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008

Net Revenue
and Changes in

Program Revenues Net Assets
Capital
Charges for Grants and Governmental
(thousands) Expenses Services Contributions Activities
PROGRAM GOVERNMENTAL ACTIVITIES:
Measure M program $ 749,963 $ 584 $ 22,844  $ (726,535)
TOTAL GOVERNMENTAL ACTIVITIES $ 749,963 $ 584 % 22,844  $ (726,535)
GENERAL REVENUES:
Sales taxes 269,118
Unrestricted investment earnings 37,882
TOTAL GENERAL REVENUES 307,000
Change in net assets (419,535)
Net assets - beginning, a restated 859,207
NET ASSETS - ENDING $ 439,672

See accompanying notes to the financial statements.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2008

LTA
Debt Total

(thousands) LTA Service OCLTA
ASSETS
Cash and investments $ 467,415 $ 41,102 $ 508,517
Receivables:

Interest 3,371 818 4,189

Capital grants 3,455 - 3,455

Other 14 - 14
Due from other OCTA funds 38 38
Due from other governments 24,554 - 24,554
Condemnation deposits 1,390 - 1,390
Note receivable 4,830 - 4,830
Restricted cash and investments:

Cash equivalents - 5,611 5,611

Investments - 69,791 69,791
Other assets 1,418 1,418

TOTAL ASSETS $ 506,485 $ 117,322 $ 623,807
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 22,157 $ - $ 22,157
Due to other governments 23,793 23,793
Deferred revenue 4,894 - 4,894
Other liabilities 21 21
Advance from other funds 1,884 1,884
Commercial paper notes 47,600 47,600
Interest payable 98 98

TOTAL LIABILITIES 100,447 - 100,447
FUND BALANCES
Reserved for:

Condemnation deposits 1,390 1,390

Other assets 1,418 - 1,418

Encumbrances 95,813 - 95,813

Debt service - 117,322 117,322

Transportation programs 307,417 - 307,417

TOTAL FUND BALANCES 406,038 117,322 523,360

TOTAL LIABILITIES AND FUND BALANCES $ 506,485 $ 117,322 $ 623,807

See accompanying notes to the financial statements.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS

JUNE 30, 2008

(thousands)

Amounts reported for governmental activities in the statement of net assets (page 9) are different because:

TOTAL FUND BALANCES (PAGE 11) $

Capital assets used in governmental activities are not financial resources and therefore
are not reported in the funds.

Land held for resale is not a financial resource and therefore is not reported in the funds.

Other long-term assets related to cost of issuance are not financial resources
and therefore, is not reported in the funds.

Earned but unavailable revenue is not available to liquidate current liabilities
and therefore is deferred in the funds.

Interest payable on bonds outstanding is not due and payable in the current period
and therefore is not reported in the funds.

Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds.

523,360

147,998

4,839

177

4,830

(4,933)

(236,599

NET ASSETS OF GOVERNMENTAL ACTIVITIES (PAGE 9) $

439,672

See accompanying notes to the financial statements.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2008

LTA
Debt Total
(thousands) LTA Service OCLTA
REVENUES
Sales taxes $ 269,118 $ - $ 269,118
Contributions from other agencies 5,586 - 5,586
Interest 30,608 7,274 37,882
Federal capital assistance grants 15,496 - 15,496
Miscellaneous 585 - 585
TOTAL REVENUES 321,393 7,274 328,667
EXPENDITURES
Current:
General government:
Supplies and services 45,110 152 45,262
Transporation:
Contributions to other local agencies 108,239 - 108,239
Capital outlay 80,737 - 80,737
Debt service:
Principal payments on long-term debt - 71,290 71,290
Interest on long-term debt and
commercial paper 1,480 17,168 18,648
TOTAL EXPENDITURES 235,566 88,610 324,176
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 85,827 (81,336) 4,491
OTHER FINANCING SOURCES (USES)
Transfers in - 88,426 88,426
Transfers from OCTA 161 - 161
Transfers out (88,426) - (88,426)
Transfers to OCTA (1,000) - (1,000)
Proceeds from sale of land held for resale 2,147 - 2,147
TOTAL OTHER FINANCING SOURCES (USES) (87,118) 88,426 1,308
Net change in fund balances (1,291) 7,090 5,799
Fund balances-beginning, as restated 407,329 110,232 517,561
FUND BALANCES-ENDING $ 406,038 % 117,322 $ 523,360

See accompanying notes to the financial statements.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008

(thousands)

Amounts reported for governmental activities in the statement of activities (page 10) are different because:
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (PAGE 13) $ 5,799

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation and amortization expense. This is the amount by which
capital outlays exceeded depreciation in the current period. 61,900

Transfer of the completion of the SR-22 HOV project to Caltrans (559,356)

The net effect of various miscellaneous transactions involving the sale of
land held for resale is to decrease net assets. (2,147)

Donations of land held for resale are not reported as revenues in governmental funds. However,
they are included in the Statement of Activities. 1,600

The issuance of long-term debt {e.g., bonds) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. This amount is the net effect
of these differences in the treatment of long-term debt and related items. 72,669

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (PAGE 10) $ (419,535)

See accompanying notes to the financial statements.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008
(IN THOUSANDS)

1. SUMMARY OF SIGNIFICANT ACCOUNTING PoLicies

REPORTING ENTITY

In November 1990, Orange County voters approved the Revised Traffic Improvement and Growth
Management Ordinance, known as Measure M. This implemented a one-half of one percent retail
transaction and use tax to fund a specific program of transportation improvements in Orange County. The
Orange County Local Transportation Authority (OCLTA) is responsible for administering the proceeds of
the Measure M sales tax program, which commenced on April 1, 1991 for a period of 20 years. Under the
Measure M program, funds are required to be distributed to four modes: freeways, regional streets and
roads, local streets and roads, and transit.

On November 7, 2005, Orange County voters approved the renewal of Measure M for a period of 30 more
years from April 1, 2011 to March 31, 2041. Renewed Measure M allocates funds to freeway, street and
road, transit and environmental improvements.

On June 20, 1991, under the authority of Senate Bill 838, the Orange County Transportation Authority
(OCTA) was formed as a special district by merging several agencies and funds, including the OCLTA, a
component unit of the OCTA. Accordingly, the OCLTA’s financial activities are included with the
financial activities of OCTA for financial reporting purposes.

The OCTA governing board (Board) consists of 17 voting members and functions as the OCLTA
governing board. Measure M requires that an eleven-member Taxpayer’s Oversight Committee (TOC)
monitors the use of Measure M funds and ensures that all revenue collected from Measure M is spent on
voter-approved transportation projects.

These financial statements include only the activities of the OCLTA, a component unit of the OCTA.
These financial statements are not intended to present the activities of OCTA.

BAS!S OF PRESENTATION

The OCLTA'’s basic financial statements consist of government-wide statements, including a statement of

net assets and a statement of activities, and fund financial statements which provide a more detailed level of
financial information.

GOVERNMENT-WIDE STATEMENTS: The statement of net assets and the statement of activities report
information on all of the OCLTA. The effect of significant interfund activity has been removed from these

statements. The OCLTA provides only governmental activities which are supported principally by sales
taxes.

The statement of activities demonstrates the degree to which the OCLTA Measure M program expenses
are offset by program revenues. Program expenses include direct expenses, which are clearly identifiable
with Measure M, and allocated indirect expenses. Interest expense related to the sales tax revenue bonds
and commercial paper is reported as a direct expense of the Measure M program. The borrowings are

15



ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
NOTES 7O THE FINANGCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008
(IN THOUSANDS)

considered essential to the creation or continuing existence of the Measure M program. For the year ended
June 30, 2008, interest expense of $16,631 was included as Measure M program costs. Program revenues
include: 1) charges to customers or applicants who purchase, use, or directly benefit from services or
privileges provided by Measure M; and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of the Measure M program. Taxes and other items, which are properly
not included among program revenues, are reported instead as general revenues.

FUND FinanciaL Starements: The fund financial statements provide information about the
OCLTA's governmental funds. The OCLTA considers all of its Measure M funds as major governmental
funds. They are comprised of the following:

®* LOCAL TRANSPORTATION AUTHORITY (LTA) FUunp - This special revenue fund accounts for
revenues received and expenditures made for the implementation of the Orange County Traffic
Improvement and Growth Management Plan. Financing is provided by a one-half percent sales and
use tax assessed for twenty years pursuant to Measure M, which became effective April 1, 1991, and
more recently was renewed for an additional 30 years from April 1, 2011 to March 31, 2041. The
Measure M ordinance, as approved in an election by the voters of Orange County, requires that sales
tax revenues only be expended on projects included in the ordinance. A decision to use the revenues
for any other purpose must be put to the voters in another election.

®* LTA DeBT SERVICE FUND - This fund accounts for the resources accumulated and payments made
for principal and interest on long-term debt of the OCLTA.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when eamned, and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
OCLTA considers revenues to be available if they are collected within 180 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred; however, principal and
interest expenditures on long-term debt of governmental funds are recorded only when payment is due.

Those revenues susceptible to accrual are sales taxes collected and held by the state at year-end on behalf of
the OCLTA, intergovernmental revenues, and interest revenue. In applying the susceptible-to-accrual
concept to intergovernmental revenues, there are essentially two types of revenues. In one, moneys must be
expended on the specific purpose or project before any amounts will be paid to the OCLTA,; therefore,
revenues are recognized based upon the expenditures incurred. In the other, moneys are virtually
unrestricted and are usually revocable only for failure to comply with prescribed compliance requirements.

These resources are reflected as revenues at the time of receipt or earlier if the susceptible-to-accrual
criteria are met.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008
(IN THOUSANDS)

When both restricted and unrestricted resources are available for use, it is the OCLTA’s policy to use
restricted resources first and then unrestricted resources as they are needed.

CASH AND INVESTMENTS

The OCLTA maintains cash and investments in a pool with other OCTA cash and investments and in
accordance with an investment policy adopted initially by the Board on May 8, 1995, and most recently
amended May 23, 2008. The investment policy complies with, or is more restrictive than, applicable state
statutes. Separate investment manager accounts are maintained for the proceeds of bond issues, with the
earnings for each bond issue accounted for separately. Pooled cash and investment earnings are allocated
based on average daily dollar account balances.

The Annual Investment Policy (AIP) requires the assets in the portfolio to consist of the following:
investments and maximum permissible concentrations based on book value and are more restrictive than
applicable state statutes for the following cases: OCTA notes and bonds (25%); commercial paper of a high
rating of A-1 or P-1 as provided by one of the nationally recognized rating agencies, Standard & Poor’s
Corporation (S & P) or Moody’s Investor Service (Moody’s), and must be issued by corporations rated A3
or better by Moody’s, ‘A- or better by S & P and A- or better by Fitch Ratings (Fitch) with further
restrictions to issuer size and maximum maturity of 180 days (25%); negotiable certificates of deposit issued
by a nationally or state-chartered bank or state or federal association or be a state licensed branch of a
foreign bank, which have been rated by at least two of the nationally recognized rating services with
minimum credit ratings of A-1by S & P, P-1 by Moody’s, F1 by Fitch, with maximum maturity of 180 days
(30%); bankers acceptances which have been rated by at least two of the nationally recognized rating
services with minimum credit ratings of A-1 by S & P, P-1 by Moody’s, F1 by Fitch and may not exceed the
5% limit by any one commercial bank (30%); mortgage or asset-backed securities rated AAA by S & P, Aaa
by Moody’s, or AAA by Fitch and issued by an issuer; Repurchase Agreements collateralized at 102%
(75%), reverse repurchase agreements or securities lending are not permitted; medium-term notes (MTN)
are rated A- or better by S & P, A3 or better by Moody’s or A- by Fitch or an equivalent rating by two of
the three nationally recognized rating services. MTN’s may not represent more than ten percent (10%) of
the issue in the case of a specific public offering. Under no circumstance can any one corporate issuer
represent more than 5% of the portfolio.

Other allowable investment categories include money market funds, mutual funds, and the state-managed
Local Agency Investment Fund (LAIF). LAIF is regulated by California Government Code (Code) Section
16429 under the oversight of the Treasurer of the State of California. Investment is also allowed in the
Orange County Investment Pool (OCIP), but is limited to those funds legally required to be deposited in
the County Treasury. Oversight of the OCIP is conducted by the County Treasury Oversight Committee.
All investments are subject to a maximum maturity of five years, unless specific direction to exceed the
limit is given by the Board as permitted by the Code.

Investments in U.S. government and U.S. agency securities, repurchase agreements, variable and floating
rate securities, mortgage and asset backed securities, and corporate notes are carried at fair value based on
quoted market prices, except for securities with a remaining maturity of one year or less at purchase date,
which are carried at cost. Guaranteed investment contracts are carried at cost. Treasury mutual funds are
carried at fair value based on each fund's share price. The OCIP is carried at fair value based on the value
of each participating dollar as provided by the OCIP. LAIF is carried at fair value based on the value of

each participating dollar as provided by LAIF. Commercial paper is carried at amortized cost (which
approximates fair value).
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OCTA policy is to invest only in high quality instruments as permitted by the Code, subject to the
limitations of this Annual Investment Policy.

Qutside portfolio managers must review the portfolios they manage (including bond proceeds portfolios) to
ensure compliance with OCTA's diversification guidelines on an ongoing basis.

Issuer/Counter-Party Diversification Guidelines for all securities except Federal Agencies, Government
Sponsored Enterprises, Investment Agreements and Repurchase Agreements - any one corporation, bank,
local agency, special purpose vehicle or other corporate name for one or more series of securities (5%).

Issuer/Counter-Party Diversification Guidelines for Federal Agencies, Government Sponsored Enterprises
and Repurchase Agreements; any one Federal Agency or Government Sponsored Enterprise (35%) - any

one Repurchase Agreement counter-party name if maturity/term is < 7 days (50%), if maturity/term is > 7
days (35%).

INTERFUND TRANSACTIONS

During the course of operations, numerous transactions occur between individual funds involving goods
provided or services rendered and transfers of revenues from funds authorized to receive the revenue to
funds authorized to expend it. OQutstanding interfund balances are reported as due to/from other funds.
Any residual balances outstanding between the Measure M program governmental activities and other
OCTA funds are reported in the government-wide financial statements as due to other OCTA funds.

OCTA allocates costs related to administrative services from certain funds to benefiting funds. For fiscal

year 2008, $8,632 of administrative services were charged to the OCLTA and are reported as general
government expenditures in the governmental funds.

RESTRICTED CASH AND INVESTMENTS

Certain proceeds of the OCLTA’s long-term debt, as well as certain resources set aside for their repayment,
are classified as restricted cash and investments, because they are maintained in separate investment
accounts and their use is limited by applicable debt covenants.

CAPITAL ASSETS

Capital assets, which include land, buildings, and machinery and equipment, are reported in the
government-wide financial statements. Capital assets are defined by the OCLTA as assets with an initial,
individual cost of more than $5 and a useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded
at estimated fair value at the date of donation. The costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend asset lives are not capitalized.

Freeway construction and certain purchases of right-of-way property, for which title vests with the
California Department of Transportation (Caltrans), are included in capital outlay. Infrastructure
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consisting primarily of freeway construction and right-of-way acquisition is not recorded as a capital asset in
those instances where the OCLTA does not have title to such assets or rights-of-way.

Buildings and machinery and equipment are depreciated using the straight line method over the following
estimated useful lives:

ASSET TYPE UsefFuUL LIFE
Buildings 10-30 years
Machinery and equipment 3-10 years

LAND HELD FOR RESALE

OCLTA has received title to property in connection with the purchase of rights-of-way for infrastructure
not held by OCLTA (see above). This land is reported as land held for resale in the government-wide

financial statements and will be sold and the proceeds reimbursed to the project that funded the
expenditure.

LONG-TERM DEBT

In the government-wide financial statements, long-term debt is reported as a liability in the statement of
net assets. Bond premiums and discounts and bond refunding costs, as well as issuance costs, are deferred
and amortized over the life of the bonds using the straight-line method. Bonds payable are reported net of
the applicable bond premium or discount and deferred bond refunding loss. Bond issuance costs are
reported as other assets and amortized over the life of the related debt.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of the debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources, while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

CONTRIBUTIONS TO OTHER AGENCIES

Contributions to other agencies primarily represent sales tax revenues received by the OCLTA disbursed to

cities for competitive projects and the tumback program, which is in accordance with the Measure M
ordinance.

NET ASSETS

In the government-wide financial statements, net assets represent the difference between assets and
liabilities and are classified into three categories:

®* /NVESTED IN CAPITAL AsSeTs - This reflects the net assets of the OCLTA that are invested in
capital assets. This indicates that these net assets are not accessible for other purposes.
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® RESTRICTED NET ASSETs - This represents the net assets that are not accessible for general use
because their use is subject to restrictions enforceable by third parties. The government-wide

statement of net assets reports $524,646 of restricted net assets, of which all is restricted by enabling
legislation.

* UNRESTRICTED NET ASSETS - This represents those net assets that are available for general use.

FUND BALANCES

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for a specific purpose.

USE OF ESTIMATES

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect certain reported

amounts and disclosures during the reporting period. As such, actual results could differ from those
estimates.

2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUNDS BALANGE
SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

The governmental funds balance sheet includes a reconciliation between fund balances - total

governmental funds and net assets - governmental activities as reported in the government-wide statement
of net assets.

One element of that reconciliation explains that “Capital assets used in governmental activities are not

financial resources and therefore are not reported in the funds.” The details of this $147,998 difference are
as follows:

Capital assets $148,259
Less accumulated depreciation (261)

NET ADJUSTMENT TO INCREASE FUND BALANCES - TOTAL
GOVERNMENTAL FUNDS TO ARRIVE AT NET ASSETS - GOVERNMENTAL
ACTIVITIES $147,998
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Another element of that reconciliation explains that “Long-term liabilities, including bonds payable, are not
due and payable in the current period and therefore are not reported in the funds.” The details of this
($236,599) difference are as follows:

Bonds payable $ (236,555)
Less deferred loss on refunding (to be amortized as interest expense) 1,009
Plus unamortized bond issuance premium (to be amortized as interest expense) (1,053)
NET ADJUSTMENT TO DECREASE FUND BALANCES - TOTAL

GOVERNMENTAL FUNDS TO ARRIVE AT NET ASSETS - GOVERNMENTAL $ (236,599)

EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUNDS STATEMENT
OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES AND THE GOVERNMENT-
WIDE STATEMENT OF ACTIVITIES

The governmental funds statement of revenues, expenditures and changes in fund balances includes a
reconciliation between net changes in fund balances - total governmental funds and change in net assets -
governmental activities as reported in the government-wide statement of activities.

One element of that reconciliation explains that “Governmental funds report capital outlays as
expenditures. However, in the statement of activities the cost of those assets is allocated over their

estimated useful lives and reported as depreciation and amortization expense.” The details of this $61,900
difference are as follows:

Capital outlay $61,954
Depreciation expense (54)
NET ADJUSTMENT TO INCREASE NET CHANGE IN FUND BALANCES -

TOTAL GOVERNMENTAL FUNDS TO ARRIVE AT CHANGE IN NET ASSETS

- GOVERNMENTAL ACTIVITIES $ 61,900

Another element of that reconciliation states that “The issuance of long-term debt (e.g., bonds) provides
current financial resources to governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, and
similar items when debt is first issued, whereas these amounts are deferred and amortized in the statement
of activities.” The details of this $72,669 difference are as follows:

Principal repayments - sales tax revenue bonds $ 71,290
Change in accrued interest 1,423
Amortization of deferred loss on refunding (337)
Amortization of premium 351
Amortization of issuance costs (58)

NET ADJUSTMENT TO INCREASE NET CHANGE IN FUND BALANCES -
TOTAL GOVERNMENTAL FUNDS TO ARRIVE AT CHANGE IN NET ASSETS
-GOVERNMENTAL ACTIVITIES $72,669
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3. CASH AND INVESTMENTS

Cash and investments are comprised of the following at June 30, 2008:

With Commingled Investment Pool $ 421,798
With Trustee 162,121
TOTAL CASH AND INVESTMENTS $ 583,919
Total deposits and investments are reported in the financial statements as:
Unrestricted Cash and Investments $ 508,517
Restricted Cash and Investments 75,402
TOTAL CASH AND INVESTMENTS $ 583,919
As of June 30, 2008, OCLTA had the following investments:
WEIGHTED
INTEREST AVERAGE
RATE MATURITY MATURITY
INVESTMENT FAIR VALUE  PRINCIPAL RANGE RANGE (YEARS)
OCTA Commingled Investment $421,798 $418,605 1.50%- 7/1/08- 1.97
Pool 7.50% 6/19/13
Money Market Mutual Funds 73,867 73,867 Variable 7/1/08 1 Day
U.S. Agency Notes 29,165 29,165 Discount 8/8/08 - 0.46
2/13/09
Investment Agreements 59,089 45,569 Discount, 8/15/08 - 2.55
3.877%- 2/15/11
TOTAL INVESTMENTS $583,919 $567,206

INTEREST RATE RISK

OCTA manages exposure to declines in fair value from increasing interest rates by having an investment
policy that limits maturities to five years while also staggering maturities. OCTA maintains a low duration
strategy, targeting an estimated average portfolio duration of three years or less, with the intent of reducing
interest rate risk. Portfolios with low duration are less volatile, therefore less sensitive to interest rate
changes. In accordance with the OCTA investment policy, amounts restricted for debt service reserves are
invested in accordance with the maturity provision of their specific indenture, which may extend beyond

five years.

As of June 30, 2008, OCLTA was a participant in OCTA’s commingled investment pool which had asset-
backed securities totaling $61,809. The underlying assets are consumer receivables that include credit
cards, auto and home loans. The securities have a fixed interest rate and are rated AAA by at least two of

the three nationally recognized rating services.
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As of June 30, 2008, OCTA’s commingled investment pool had the following variable rate notes:

COUPON RESET

INVESTMENT FAIR VALUE COUPON MULTIPLIER DATE
Allstate Life Global 988 LIBOR + 60 basis points Quarterly
American Express Credit Corp 924 LIBOR + 170 basis points Monthly
American Honda Financial Corp 1,228 LIBOR + 40 basis points Quarterly
Bank New York Inc 500 LIBOR + 40 basis points Quarterly
Caterpillar Financial Services 999 LIBOR + 45 basis points Quarterly
Hewlett Packard Co 1,320 LIBOR + 40 basis points Quarterly
John Deere Capital Corp 1,185 LIBOR + 45 basis points Quarterly
JP Morgan Chase & Co 1,750 LIBOR + 3 basis points Quarterly
PNC Bank NA Pittsburgh 1,498 LIBOR + 40 basis points Quarterly
PNC Bank NA Pittsburgh 575 LIBOR + 22 basis points Quarterly
USB AG Stamford 1,977 LIBOR - 1 basis point Quarterly
VTB Capital SA LN Partnership 506 LIBOR + 170 basis points Quarterly
Wachovia Bank NA 1,426 LIBOR + 7 basis points Quarterly
Western Union 496 LIBOR + 15 basis points Quarterly
TOTAL INVESTMENTS 15,372

CUSTODIAL CREDIT RISK

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the risk
that, in the event of the failure of the counterparty (e.g., broker-dealer) to a transaction, a government will
not be able to recover the value of its investment or collateral securities that are in the possession of
another party. OCTA’s investment policy requires that a third party bank custody department hold all
securities owned by OCTA. At June 30, 2008, OCTA did not have any securities exposed to custodial
credit risk and there was no securities lending.

CREDIT RISK

The Annual Investment Policy (AIP) sets minimum acceptable credit ratings for investments from any of
the three nationally recognized rating services Standard and Poor’s Corporation (S&P), Moody’s Investor
Service (Moody’s), and Fitch Ratings (Fitch). For an issuer of short-term debt, the rating must be no less
than A-1 (S&P), P-1 (Moody’s), or F-1 (Fitch), while an issuer of long-term debt shall be rated no less than
an “A” by two of the three rating services. LAIF and OCIP are not rated.
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The following is a summary of the credit quality distribution and concentration of credit risk by investment
type as a percentage of each pool’s fair value at June 30, 2008. (NR means Not Rated):

INVESTMENTS s&Pp Moobpy’s FITCH % OF
OCTA Commingled Investment Pool NR NR NR 75%
Money Market Mutual Funds AAA Aaa NR 9%
U.S. Agency Notes AAA Aaa AAA 5%
Investment Agreements NR NR NR 11%

TOTAL 100%

As of June 30, 2008, OCTA held two investments in Lehman Brothers Holding Inc. Medium Term Notes.
The par amount of the bonds totaled $3,000. One of the investments had a $2,000 par maturing on July
26, 2010. The second had a $1,000 par maturing on January 24, 2013. On September 15, 2008, Lehman
Brothers Holding Inc. filed for bankruptcy. As of September 30, 2008, the market value of the securities
were 15.000% of par for the July 26, 2010 Notes and 13.125% for the January 24, 2013 Notes.

CONCENTRATION OF CREDIT RISK
At June 30, 2008, OCTA did not exceed the AIP limitation that states that no more than:

» 5% of the total market value of the pooled funds may be invested in securities of any one issuer, except
for obligations of the United States government, U.S. government agencies or government sponsored
enterprises, investment agreements and repurchase agreements.

¢ 20% may be invested in any money market mutual fund.

The Policy limitation excludes investment agreements pursuant to the bond indenture. OCLTA had the
following investment agreements outstanding as of June 30, 2008:

INVESTMENT AGREEMENTS AMOUNT
AIG - MF Investment Agreement $28,793
FSA Capital Management Services LLC Investment Agreement 10,248
U.S. Treasury Notes Coupons Components 20,048

TOTAL $59,089

On September 15, 2008, AIG Matched Funding Corporation (AIG) was downgraded to A- by Standard
and Poor’s and AZ by Moody’s Investors Service. Additionally, AIG was placed under review for possible
further downgrades. On September 29 and 30, 2008, OCTA terminated and liquidated both investment
agreements with AIG. The full balance of the agreements were received with no penalty assessed for early
termination.

24



ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008
{IN THOUSANDS)

4. Dut From OTHER GOVERNMENTS

Amounts due from other governments as of June 30, 2008 are $24,554 and are comprised of $10,663
related to sales taxes, $13,188 for project reimbursements and $703 related to other miscellaneous
transactions.

5. RELATED PARTY TRANSACTIONS AND INTERFUND TRANSEERS

RELATED PARTY TRANSACTIONS:

During fiscal year 2008, transfers of $1,000 from the OCLTA to OCTA were made for the fare
stabilizations and ACCESS programs. Additionally, $161 was transferred from other OCTA funds to
OCLTA as contributions for program expenses/expenditures.

INTERFUND TRANSFERS:

During fiscal year 2008, the LTA Fund transferred $88,426 to the LTA Debt Service Fund for debt service
payments.

6. CAPITAL ASSETS

Capital assets activity for the OCLTA Measure M governmental activities for the year ended June 30, 2008
was as follows:

BEGINNING ENDING
BALANCE INCREASES DECREASES BALANCE
Capital assets, not being depreciated:
Land $ 146,055 $ - $ - $ 146,055
Construction in progress held for
Department of Transportation 497,985 61,954 559,356 583
TOTAL MEASURE M CAPITAL ASSETS,
NOT BEING DEPRECIATED $644,040 $61,954 $559,356 $146,638
Capital assets, being depreciated:

Right-of-way Improvements $ 1,621 - - $ 1,621
Total capital assets, being depreciated 1,621 - - 1,621
Less accumulated depreciation for:

Right-of-way Improvements (207 (54) - (261)
Total accumulated depreciation (207) (54) - (261)
TOTAL MEASURE M CAPITAL ASSETS,

BEING DEPRECIATED, NET $1,414 (54) - $ 1,360

Depreciation expense charged to the Measure M program was $54.
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7. SHORT-TERM DEBT

On March 13, 1995, the OCLTA was authorized to issue up to $115,000 in Tax-Exempt Commercial Paper
Notes (Notes). As a requirement for the issuance of the Notes, the OCLTA entered into an irrevocable
direct-pay Letter of Credit and Reimbursement Agreement with a financial institution as liquidity support
for the Notes. On August 30, 1999, the OCLTA transferred the Letter of Credit to Dexia Bank. The
authorized amount was reduced to $74,200 with the available amount totaling $80,787. The OCLTA did
not draw on this Letter of Credit authorization during the year ended June 30, 2008, nor were there any
amounts outstanding under this Letter of Credit agreement at June 30, 2008.

As of June 30, 2008, the OCLTA had outstanding Notes in the amount of $22,600. There were no
additional Notes issued; $6,500 in Notes was retired in August 2007. On September 8, 2008, the OCLTA
retired $6,600 in Notes, which reduced the outstanding principal balance to $16,000. The source of
revenue to repay the Notes is the Measure M sales taxes. Interest is payable on the respective maturity
dates of the Notes, which are the earlier of 270 days from date of issuance or program termination. The
maximum allowable interest rate on the Notes is 12.0%, with issuance rates at June 30, 2008 at 1.47%.

On January 28, 2008, LTA was authorized to issue up to $400,000 in Renewed Measure M Subordinate
Tax-Exempt Commercial Paper Notes Series A and Series B (Renewed Measure M Notes). As a
requirement for the issuance of the Renewed Measure M Notes, OCTA entered into an irrevocable direct-
pay Letter of Credit and Reimbursement Agreement issued on a several and not joint basis with Dexia
Credit Local, Bank of America, N.A., BNP Paribas, and JP Morgan Chase Bank, National Association as
liquidity support for the Renewed Measure M Notes.

As of June 30, 2008, LTA had outstanding Renewed Measure M Notes in the amount of $25,000. Interest
is payable on the respective maturity dates of the Renewed Measure M Notes, which are the earlier of 270
days from date of issuance or program termination. The maximum allowable interest rate on the Renewed
Measure M Notes is 12.0%, with an interest rate at June 30, 2008 of 1.00%.

CHANGES IN SHORT-TERM DEBT

Short-term debt activity for the year ended June 30, 2008, was as follows:

BEGINNING ENDING

BALANCE ISSUED REDEEMED BALANCE

Tax exempt commercial paper $29,100 $ - $ 6,500 $ 22,600
Tax exempt commercial paper -

Renewed Measure M - 25,000 - 25,000

TOTAL $ 29,100 $ 25,000 $ 6,500 $ 47,600
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8. Lonc-Term DesT

SALES TAX REVENUE BONDS

During fiscal years 1993, 1994 and 1998, the OCLTA issued sales tax revenue bonds to assist in the
financing of various highway, local street and road and transit projects in Orange County. The Measure M
sales tax is the source of revenue for repaying this debt.

On August 26, 1997, the OCLTA issued $57,730 in Measure M Sales Tax Revenue Refunding Bonds to
advance refund $57,600 of outstanding 1992 Second Senior Bonds (1992 Second Senior Series). The net
proceeds plus additional 1992 Second Senior Series sinking fund moneys and release of funds from the
Bond Reserve Fund were used to purchase U.S. government securities. Those securities were deposited in
an irrevocable trust with an escrow agent to provide for all future debt service payments on the 1992
Second Senior Series. In February 2002, the advance refunded 1992 Second Senior Bonds, which have
been eliminated in the financial statements, were paid.

On March 24, 1998, the OCLTA issued $20,270 (1998 First Senior Series) in Measure M Sales Tax
Revenue Refunding Bonds to advance refund $19,885 of outstanding 1992 First Senior Bonds (1992 First
Senior Series). In addition to the refunding, OCLTA also issued $213,985 in revenue bonds to continue
with the financing of Measure M related projects. The net proceeds plus additional 1992 First Senior Series
sinking fund moneys were used to purchase U.S. government securities. Those securities were deposited in
an irrevocable trust with an escrow agent to provide for all future debt service payments on the 1992 First
Senior Series. In February 2002, the advance refunded 1992 First Senior Bonds, which have been
eliminated in the financial statements, were paid. In February 2005, the 1998 First Senior Series Bonds,
which have also been eliminated in the financial statements, were paid.

On October 10, 2001, the OCLTA issued $67,335 (2001 First Senior Series) in Measure M Sales Tax
Revenue Refunding Bonds to advance refund $18,805 of the 1992 First Senior Bonds and $48,400 of the
1994 Second Senior Bonds. The proceeds plus additional sinking fund moneys were used to purchase U.S.
government securities. Those securities were deposited in an irrevocable trust with an escrow agent to
provide for all future debt service payments on the 1992 and 1994 bonds. In February 2004, the advance
refunded 1992 First Senior Bonds, which have been eliminated in the financial statements, were paid. In

February 2004, the 2001 First Senior Series bonds, which have also been eliminated in the financial
statements, were paid.
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A summary of the bonds outstanding is as follows:

1992 1992 1994 1997 1298 2001
isT 2ND 2ND 2ND 2ND 2ND
SENIOR SENIOR SENIOR SENIOR SENIOR SENIOR
BOND BOND BOND BOND BOND BOND
Issuance date 08/27/92 09/18/92 02/24/94 08/15/97 03/15/98 10/15/01
Original issue ‘
amount $ 350,000 $ 190,000 $ 200,000 $ 57,730 $ 213,985 $ 48,430
Original issue
(discount)/
premium (2,612) (727) (165) 3,800 11,687 3,510
NET BOND
PROCEEDS $ 347,388 $189,273 $ 199,835 $ 61,530 $225,672 $ 51,940
Issuance costs $ 3,508 $ 2,323 $ 2,535 $ 780 $ 2,194 $ 590
Reserve
requirements $ - $ 14,465 $ 11,535 $ 2,009 $ 22,567 $ 6,334
Cash reserve
balance $ - $ 15,010 $ 12,813 $ 2639 $ 24,596 $ 6,823
Interest rate 2.8%- 2.9%- 2.8%- 3.8%-5.7% 3.9%-5.5% 4.0%-5.0%
12.23% 12.03% 12.55%
Annual principal $25,000- $13,960- $20,935- $15,460-
payment 27,200 $ - $ - 15,445 23,300 16,850
Maturity 2011 2011 2011 2011 2011 2011
Bonds
outstanding $ 77,700 $ - $ 44,105 $ 66,320 $ 48,430
Less deferred loss
on refunding - - - - - $ (1,009)
Plus unamortized
premium - - - - - $ 1,053
ToTAL $ 77,700 $ - $ - $ 44,105 $66,320 $ 48,474

The sales tax revenue bonds contain certain financial covenants, and management believes OCLTA is in
compliance with such covenants as of June 30, 2008.

Annual debt service requirements on the sales tax revenue bonds as of June 30, 2008, are as follows:

YEAR ENDING JUNE 30 PRINGIPAL INTEREST
2009 75,355 13,201
2010 78,405 9,000
2011 82,795 4,627
ToTAL $ 236,555 $ 26,828
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CHANGES IN LONG-TERM LIABILITIES

Long-term liabilities activity for the year ended June 30, 2008, was as follows:

DuE
WITHIN
BEGINNING ENDING ONE
BALANCE ADDITIONS REDUCTIONS BALANCE YEAR
Measure M program activities:
Sales tax revenue bonds $ 307,845 § - $ 71,290 § 236,555 $ 75,355
Unamortized deferred loss on -
refunding (1,346) (337 (1,009)
Unamortized premium 1,404 - 351 1,053
TOTAL MEASURE M PROGRAM
ACTIVITIES LONG-TERM $307,903 $ - $ 71,304 $236,599 $75,355

ARBITRAGE REBATE

The Tax Reform Act of 1986 instituted certain arbitrage restrictions with respect to the issuance of tax-
exempt bonds after August 31, 1986. In general, arbitrage regulations deal with the investment of all tax-
exempt bond proceeds at an interest yield greater than the interest yield paid to bondholders. Failure to
follow the arbitrage regulations could result in all interest paid to bondholders retroactively rendered
taxable. In accordance with the arbitrage regulations, if excess earnings were calculated, 90% of the
amount calculated would be due to the Internal Revenue Service (IRS) at the end of each five year period.
The remaining 10% would be recorded as a liability and paid after all bonds had been redeemed. During
the current year, OCTA performed calculations of excess investment earnings on various bonds issues.
$579 was determined due; $1 was paid in October 2007 and $578 was paid in April 2008.

9. CoMMITMENTS AND CONTINGENCIES
PURCHASE COMMITMENTS

OCLTA has various long-term outstanding contracts that extend over several years and rely on future
years' revenues. Total commitments at June 30, 2008, were $525,060, the majority of which relate to the
expansion of Orange County’s freeway and road systems.

FEDERAL GRANTS

The OCLTA receives Federal grants for capital projects and other reimbursable activities which are subject
to audit by the grantor agency. Although the outcome of any such audits cannot be predicted, it is
management’s opinion that these audits would not have a material effect on the OCLTA’s financial
position or changes in financial position.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED JuNE 30, 2008
(IN THOUSANDS)

10. PrIOR PERIOD ADJUSTMENT

In the prior fiscal year, revenues of $7,600 for the construction of the SR-22 freeway project were reversed
in the current fiscal year due to an over billing to Caltrans for their share of project expenditures.
Additionally, OCLTA was awarded State Transit Improvement ( STIP) monies. Although the grants were
awarded in a prior fiscal year, they were not approved by Caltrans until fiscal year 2008. The expenditutes
related to these grants were recorded in previous fiscal years.

The following is a summary for the effect of this adjustment:

LocAL

GOVERNMENTAL TRANSPORTATION

ACTIVITIES AUTHORITY

NET ASSETS FUND BALANCE

Beginning balance, as previously reported $ 866,446 $ 414,568
Adjustment (SR-22 freeway project) (7,600) (7,600)
Adjustment (STIP) 361 361
BEGINNING BALANCE, AS RESTATED $ 859,207 $ 407,329

1L SusseQuENT EveNTs

As previously mentioned in note 3, OCTA held investments in Lehman Brothers Holding Inc. Medium
Term Notes (MTN). As of September 30, 2008, the market value of the securities were 15.000% of par for
the July 27, 2010 MTN and 13.125% for the January 24, 2013 MTN. Additionally, OCTA held
investments in AIG. On September 29 and 30, OCTA terminated and liquidated all investment
agreements with AIG with no penalty.

On August 11, 2008, the OCTA investment policy was amended to reflect investments in the 91 Express
Lanes debt. Specifically, Issuer/Counter-Party Diversification Guidelines for OCTA’s 91 Express Lanes
Debt - OCTA can purchase all or a portion of the Orange County Transportation Authority’s Toll Road
Revenue Refunding Bonds (91 Express Lanes) Series B Bonds maturing December 15, 2030 providing the
purchase does not exceed 25% of the maximum portfolio.

12. ErFEcT oF NEw PRONOUNCEMENTS
GASB STATEMENT NoO. 49

In November 2006, GASB issued Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obligations. This statement address accounting and financial reporting standards for
pollution remedijation obligations, which are obligations to address the current or potential detrimental
effects of existing pollution by participating in pollution remediation activities such as site assessments and
cleanups. This statement is effective for OCLTA's fiscal year ending June 30, 2009.
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GASB STATEMENT No. 50

In May 2007, GASB issued Statement No. 50, Pension Disclosures - an amendment to GASB Statements
No. 25 and No. 27. This statement more closely aligns the financial reporting requirements for pensions
with those for other postemployment benefits (OPEB) and, in doing so, enhance information disclosed in
notes to financial statements or presented as required supplementary information (RSI) by pension plans

and by employers that provide pension benefits. OCLTA does not have Pension benefits, therefore this
statement is not applicable to OCLTA.

GASB STATEMENT NoO. 51

In June 2007, GASB issued Statement No. 51, Accounting and Financial Reporting for Intangible Assets.
This statement requires that all intangible assets not specifically excluded by its scope provisions be
classified as capital assets. This statement is effective for OCLTA's fiscal year ending June 30, 2010.

GASB STATEMENT No. 52

In November 2007, GASB issued Statement No. 52, Land and Other Real Estate Held as Investments by
Endowments. This statement requires that Endowments report their land and other real estate investments
at fair value. This statement is effective for OCLTA’s fiscal year ending June 30, 2010. OCLTA does not

have land and other real estate held as investments by Endowments, therefore this statement is not
applicable to OCLTA.

GASB STATEMENT No. 53

In June 2008, GASB issued Statement No. 53, Accounting and Financial Reporting for Derivative
Instruments. This statement addresses the recognition, measurement, and disclosure of information
regarding derivative instruments entered into by state and local governments. This statement is effective

for OCLTAs fiscal year ending June 30, 2010.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - LTA SPECIAL REVENUE FUND (BUDGETARY BASIS)
YEAR ENDED JUNE 30, 2008

Variance with

Budgeted Amounts Final Budget
Actual Positive
(thousands) Original Final Amounts (Negative)
REVENUES:
Sales taxes $ 300,299 $ 300,299 $ 269,118 $ (31,181
Contributions from other agencies - 200 ' 5,586 5,386
Interest 22,636 22,636 30,608 7,972
Federal capital assistance grants 27,134 27,134 15,496 (11,638)
Miscellaneous 260 260 585 325
TOTAL REVENUES 350,329 350,529 321,393 (29,136)
EXPENDITURES:
Current:
General government:
Supplies and services 73,508 86,001 45,110 40,891
Transportation:
Contributions to other local agencies 163,154 163,648 108,239 55,409
Capital cutlay 170,260 206,961 80,737 126,224
Debt service:
Interest on long-term debt and
commercial paper 844 844 1,480 (636)
TOTAL EXPENDITURES 407,766 457,454 235,566 221,888

Excess (deficiency) of revenues
over (under) expenditures (57,437) (106,925) 85,827 192,752

OTHER FINANCING SOURCES (USES):

Transfers from OCTA 15,801 15,801 161 (15,640)
Transfers out (88,458) (88,458) (88,426) 32
Transfers to OCTA (14,571) (14,571) (1,000) 13,571
Proceeds from sale of land held for resale 2,147 2,147 2,147 -
TOTAL OTHER FINANCING
SOURCES (USES) (85,081) (85,081) (87,118) (2,037)
Net change in fund balances $ (142,518) $ (192,006) $ (1,291) $ 190,715

See accompanying notes to the required supplementary information.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

JUNE 30, 2008
(IN THOUSANDS)

1. BUDGETARY DATA

The OCLTA establishes accounting control through formal adoption of an annual operating budget for the
LTA special revenue and the debt service governmental funds. The operating budget is prepared in
conformity with accounting principles generally accepted in the United States (GAAP) except for multi-year
contracts, for which the entire amount of the contract is budgeted and encumbered in the year of execution.
The adopted budget can be amended by the Board to increase both appropriations and estimated revenues as
unforeseen circumstances come to management’s attention. Budgeted expenditure amounts represent
original appropriations adjusted for supplemental appropriations during the year. Division heads are
authorized to approve appropriation transfers within major objects. Major objects are defined as Salaries and
Benefits, Supplies and Services and Capital Outlay. Appropriation transfers between major objects require
approval of the Board. Accordingly, the legal level of budgetary control, that is the level that expenditures
cannot exceed appropriations, for budgeted funds, is at the major object level for the budgeted governmental
funds. A Fourth Quarter Budget Status Report, June 2008 is available from the OCTA Finance and

Administration Division. With the exception of accounts which have been encumbered, appropriations
lapse at year end.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
(A COMPONENT UNIT OF THE ORANGE COUNTY TRANSPORTATION AUTHORITY)
OTHER SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - LTA DEBT SERVICE FUND (BUDGETARY BASIS)
YEAR ENDED JUNE 30, 2008

Variance with

Budgeted Amounts Final Budget
Actual Positive
(thousands) Original Final Amounts (Negative)
REVENUES:
Interest $ 5,118 $ 5118 $ 7,274 $ 2,156
TOTAL REVENUES 5,118 5,118 1,274 2,156
EXPENDITURES:
Current:
General government:
Supplies and services 152 152 152 -
Debt service:
Principal payments on long-term debt 71,290 71,290 71,290 -
Interest on long-term debt and
commercial paper 17,168 17,168 17,168 -
TOTAL EXPENDITURES 88,610 88,610 88,610 -
Excess (deficiency) of revenues
over (under) expenditures (83,492) (83,492) (81,336) 2,156
OTHER FINANCING SOURCES (USES):
Transfers in 88,458 88,458 88,426 (32)
TOTAL OTHER FINANCING
SOURCES (USES) 88,458 88,458 88,426 (32)
Net change in fund balances $ 4,966 $ 4,966 $ 7,090 $ 2,124
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Board of Directors
Orange County Local Transportation Authority
Orange, California

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities and each major fund of
the Orange County Local Transportation Authority (OCLTA), a component unit of the Orange
County Transportation Authority (Authority), as of and for the year ended June 30, 2008, which
collectively comprise the OCLTA's basic financial statements and have issued our report
thereon dated October 24, 2008. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptrolier General
of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the OCLTA's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the OCLTA’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the OCLTA'’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to -
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the OCLTA's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the OCLTA’s financial statements that is more than inconsequential will not be
prevented or detected by the OCLTA's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the OCLTA's internal control.

Our consideration of the internal control over financial reporting was for the fimited purpose
described in the first paragraph of this section and would not necessarily disclose all
deficiencies in internal control that might be significant deficiencies or material weaknesses. We
did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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Board of Directors
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Orange, California

Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the OCLTA’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances

of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the Board of Directors and
management of the OCLTA and is not intended to be and should not be used by anyone other
than these specified parties.

g il i e

Irvine, California
October 24, 2008

36



ATTACHMENT C

ORANGE COUNTY LOCAL
TRANSPORTATION AUTHORITY

Debt Service Coverage Tests

Year Ended June 30, 2008



ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY
Debt Service Coverage Tests

Year Ended June 30, 2008

TABLE OF CONTENTS

Report of Independent Auditor on Schedule of Net Measure M
Sales Tax Revenue Compared to Maximum Annual Debt Service

Schedule of Net Measure M Sales Tax Revenue Compared to
Maximum Annual Debt Service

Notes to Schedule of Net Measure M Sales Tax Revenue
Compared to Maximum Annual Debt Service

Report of Independent Auditor on Schedule of Sales Tax Revenue
Compared to Projected Maximum Annual Debt Service

Schedule of Sales Tax Revenue Compared to Projected Maximum
Annual Debt Service

Notes to Schedule of Sales Tax Revenue Compared to Projected
Maximum Annual Debt Service



Mayer Hoffman McCann P.C.

An Independent CPA Firm

Conrad Government Services Division
2301 Dupont Drive, Suite 200

Irvine, California 92612

949-474-2020 ph

949-263-5520 fx

www.mhm-pc.com

Board of Directors of the
Orange County Local Transportation Authority and
Taxpayer's Oversight Committee

Orange, California

REPORT OF INDEPENDENT AUDITOR ON SCHEDULE OF NET
MEASURE M SALES TAX REVENUE COMPARED TO
MAXIMUM ANNUAL DEBT SERVICE

We have audited the accompanying Schedule of Net Measure M Sales Tax Revenue Compared
to Maximum Annual Debt Service (Schedule) of the Orange County Local Transportation
Authority (OCLTA) for the year ended June 30, 2008. This Schedule is the responsibility of the

OCLTA’s management. Our responsibility is to express an opinion on this Schedule based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Schedule is free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the OCLTA’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the Schedule, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the

overall Schedule presentation. We believe that our audit provides a reasonable basis for our
opinion.

The accompanying Schedule was prepared for the purpose of complying with, and in conformity
with, the method of calculating the debt service coverage test as prescribed by Section 3.01(D)
of the Indenture Agreement (Indenture Agreement) between the OCLTA and State Street Bank
and Trust Company of California, N.A. dated August 15, 1992, as amended on December 1,
1996 to appoint BNY Western Trust Company as the successor trustee, as discussed in Note 1,
and is not intended to be a presentation in conformity with accounting principies generally
accepted in the United States of America.

In our opinion, the Schedule referred to above presents fairly, in all material respects, the net
Measure M sales tax revenue compared to the maximum annual debt service of the OCLTA for
the year ended June 30, 2008 on the basis of the requirement described in Note 1.



Board of Directors of the
Orange County Local Transportation Authority
and Taxpayer’'s Oversight Committee

Orange, California

This report is intended solely for the information and use of management, the Board of Directors
of the Orange County Transportation Authority, the Orange County Local Transportation
Authority, the Taxpayer's Oversight Committee, the BNY Western Trust Company, and
Nossaman, Guthner, Knox & Elliott and is not intended to be, and should not be, used by
anyone other than these specified parties.

Ao Ubhe -

Irvine, California
October 24, 2008



ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

Schedule of Net Measure M Sales Tax Revenue Compared to
Maximum Annual Debt Service

Year Ended June 30, 2008

Measure M sales tax revenue:

Measure M sales tax revenue received $ 266,443,126
Less: Local revenues (38,900,696)
Net Measure M sales tax revenues (Note 2) (A) 227,542 430
Senior maximum annual debt service (Note 3) 88,556,533
Multiplied by the debt factor (Note 4) 1.30
130% coverage required (B) 115,123,493

Excess of net Measure M sales tax revenue over 130% coverage
requirement [(A) - (B)] $ 112,418,937

See accompanying notes.
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

Notes to Schedule of Net Measure M Sales Tax
Revenue Compared to Maximum Annual Debt Service

Year Ended June 30, 2008

Organization and Schedule Presentation

The Orange County Local Transportation Authority (OCLTA) was formed for the purpose
of managing revenues received and expenditures made for the implementation of the
Orange County Traffic Improvement and Growth Management Plan. The OCLTA is a
separate authority accounted for as a special revenue and debt service fund within the
Orange County Transportation Authority. Funds are provided by a 0.5% county sales tax
(0.5% Sales Tax) levied pursuant to Measure M, which became effective April 1, 1991,
and bond proceeds secured by the Measure M Sales Tax.

The Schedule presents the debt service coverage test in accordance with Section
3.01(D) of the Indenture Agreement (Indenture Agreement) between the OCLTA and
State Street Bank and Trust Company of California, N.A. dated August 15, 1992, as
amended on December 1, 1996 to appoint BNY Western Trust Company as the
successor trustee, and is not intended to be a presentation in conformity with accounting
principles generally accepted in the United States of America.

The Schedule does not purport to, and does not, present fairly the financial position of
the OCLTA as of June 30, 2008, and the changes in its financial position for the year
then ended in conformity with accounting principles generally accepted in the United
States of America.

Net Measure M Sales Tax Revenue

Net Measure M Sales Tax Revenue represents amounts as defined in the Indenture
Agreement. Measure M Sales Tax Revenue Received represents amounts collected by
the State of California and forwarded to the OCLTA in conjunction with the 0.5% Sales
Tax. Local Revenues represent the portion of the 0.5% Sales Tax distributed to local
governments in accordance with the requirements of Measure M. Management believes
that the interest earned on the investment of the 0.5% Sales Tax Revenues has no
significant impact on the debt service coverage test; therefore, such amounts have been
excluded.
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(4)

ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

Notes to Schedule of Net Measure M Sales Tax
Revenue Compared to Maximum Annual Debt Service

(Continued)

Maximum Annual Debt Service

Maximum Annual Debt Service represents the largest annual debt service amount
consisting of the First Senior Bonds, Series 1992, 1998 (Refunding), and 2001A
(Refunding) and Second Senior Bonds, Series 1992, 1994, 1997A (Refunding), 1998A
and 2001A (Refunding) as listed in the Schedule of Debt Service for Outstanding Bonds
contained on page 8 of the Official Statement dated October 15, 2001 for OCTA
Measure M Sales Tax Revenue Bonds (Limited Tax Bonds), First Senior Bonds, Series
2001A and Measure M Sales Tax Revenue Refunding Bonds (Limited Tax Bonds),
Second Senior Bonds, Series 2001A.

Debt Factor

The debt factor is defined as 130% of maximum annual debt service for all sales tax
revenue indebtedness outstanding, as defined in Section 3.01(D) of the Indenture
Agreement.
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REPORT OF INDEPENDENT AUDITOR ON SCHEDULE OF SALES
TAX REVENUE COMPARED TO PROJECTED MAXIMUM
ANNUAL DEBT SERVICE

We have audited the accompanying Schedule of Sales Tax Revenue Compared to Projected
Maximum Annual Debt Service (Schedule) of the Orange County Local Transportation Authority
(OCLTA) for the year ended June 30, 2008. This Schedule is the responsibility of the OCLTA'’s
management. Our responsibility is to express an opinion on this Schedule based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Schedule is free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the OCLTA’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the Schedule, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall Schedule presentation. We believe that our audit provides a reasonable basis for our
opinion.

The accompanying Schedule was prepared for the purpose of complying with, and in conformity
with, the method of calculating the debt service coverage test as prescribed by Section 1(a) of
Schedule 2 of the $74,200,000 Letter of Credit Agreement (Agreement) between Dexia Credit
Local (formerly known as Credit Local De France) and the OCLTA dated August 1, 1999, as
discussed in Note 1, and is not intended to be a presentation in conformity with accounting
principles generally accepted in the United States of America.

In our opinion, the Schedule referred to above presents fairly, in all material respects, the sales
tax revenue compared to the projected maximum annual debt service of the OCLTA for the year
ended June 30, 2008 on the basis of the requirement described in Note 1.
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This report is intended solely for the information and use of management, the Board of Directors
of the Orange County Transportation Authority, the Orange County Local Transportation
Authority, the Taxpayer’s Oversight Committee, Dexia Credit Local, and Nossaman, Guthner,
Knox & Elliott and is not intended to be, and should not be, used by anyone other than these

specified parties.
JL}» U — At

Irvine, California
October 24, 2008
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

Notes to Schedule of Sales Tax Revenue Compares to
Projected Maximum Annual Debt Service

Year Ended June 30, 2008

Organization and Schedule Presentation

The Orange County Local Transportation Authority (OCLTA) was formed for the purpose
of managing revenues received and expenditures made for the implementation of the
Orange County Traffic Improvement and Growth Management Plan. The OCLTA is a
separate authority accounted for as a special revenue and debt service fund within the
Orange County Transportation Authority. Funds are provided by a 0.5% county sales tax
(0.5% Sales Tax) levied pursuant to Measure M, which became effective April 1, 1991,
and bond proceeds secured by the Measure M Sales Tax.

The accompanying Schedule was prepared to present the debt service coverage test in
conformity with Section 1(a) of Schedule 2 of the $74,200,000 Letter of Credit
Agreement (Agreement) between Dexia Credit Local (formerly known as Credit Local De
France) and the OCLTA dated August 1, 1999, and is not intended to be a presentation
in_conformity with accounting principles generally accepted in the United States of
America.

The Schedule does not purport to, and does not present fairly the financial position of
the OCLTA as of June 30, 2008 and the changes in its financial position for the year
then ended in conformity with accounting principles generally accepted in the United
States of America.

Net Measure M Sales Tax Revenue

Net Measure M Sales Tax Revenue represents amounts as defined in the Agreement.
Measure M Sales Tax Revenue Received represents amounts collected by the State of
California and forwarded to the OCLTA in conjunction with the 0.5% Sales Tax. Local
Revenues represent the portion of the 0.5% Sales Tax distributed to local governments
in accordance with the requirements of Measure M.

Maximum Annual Debt Service

Maximum Annual Debt Service represents the largest annual debt service amount
consisting of the First Senior Bonds, Series 1992 1998 (Refunding), and
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ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY

Notes to Schedule of Sales Tax Revenue Compares to
Projected Maximum Annual Debt Service

(Continued)

Maximum Annual Debt Service (Continued)

2001A (Refunding) and Second Senior Bonds, Series 1992, 1994, 1997A (Refunding),
1998A and 2001A (Refunding) as listed in the Schedule of Debt Service for Outstanding
Bonds contained on page 8 of the Official Statement dated October 15, 2001 for the
OCLTA Measure M Sales Tax Revenue Bonds (Limited Tax Bonds), First Senior Bonds,
Series 2001A and Measure M Sales Tax Revenue Refunding Bonds (Limited Tax
Bonds), Second Senior Bonds, Series 2001 A.

Maximum Commercial Paper Debt Service

Maximum Commercial Paper Debt Service represents the maximum annual debt service
related to the outstanding commercial paper amount of $22,600,000 at June 30, 2008, at
an interest rate equal to the maximum interest rate of 12% through March 31, 2011.

Letter of Credit Fees

Letter of Credit Fees are calculated on outstanding balances multiplied by a rate of
0.0023, as described in Section 2.2a of the Agreement, and the drawing fees for the
period. For the year ended June 30, 2008, fees were calculated on outstanding balances
of $31,683,123 for 63 days and $24,606,137 for 303 days.

Debt Factor

The Debt Factor is 110% of, projected maximum annual debt service for all sales tax
revenue indebtedness outstanding as defined in Section 1(a) of Schedule 2 of the
Agreement.

-10 -
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INDEPENDENT ACCOUNTANTS’ REPORT ON
APPLYING AGREED-UPON PROCEDURES TO THE
MEASURE M STATUS REPORT

We have performed the procedures enumerated below, which were agreed to by the Taxpayer's
Oversight Committee (Committee) of the Orange County Local Transportation Authority
(OCLTA), solely to assist you with your review of the Measure M Status Report, and to ascertain
that the amounts have been derived from the audited financial statements or other published,
Board of Director approved documents or internal documents, for the year ended June 30,
2008. The Measure M Status Report consists of the following three schedules (Schedules):
Schedule of Revenues, Expenditures and Changes in Fund Balance (Schedule 1); Schedule of
Calculations of Net Tax Revenues and Net Bond Revenues (Debt Service) (Schedule 2); and
Schedule of Revenues and Expenditures Summary (Schedule 3). Management of the OCLTA
is responsible for the Measure M Status Report. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in the report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose.

The following summary of procedures related to the Measure M Status Report is separated into
three sections: Section A describes our procedures on Schedule 1, Section B describes our
procedures on Schedule 2; and Section C describes our procedures on Schedule 3. All
amounts are reported in thousands.

- A We obtained Schedule 1 and performed the following procedures:

1. Compared Year to Date June 30, 2008 amounts (Column A) to the audited trial
balances of the OCLTA Special Revenue Fund 10 and the OCLTA Debt Service Fund
70 and additional detailed information from the underlying accounting records and
noted a difference of $3 in payments to other agencies.

2. Recalculated Period From Inception Through June 30, 2008 amounts (Column B) by
adding the prior year's Period From Inception through June 30, 2007 amounts with
Year to Date June 30, 2008 amounts (Column A).

3. Recomputed totals and subtotals.
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B.

We obtained Schedule 2 and performed the following procedures:

1.

3.

4.

Compared Year Ended June 30, 2008 (Columns C.1 and C.2) to Schedule 1, column
A. For Professional services, non-project related amounts, we compared the sum of
this caption allocated to Tax Revenues and to Bond Revenues at June 30, 2008 (C.1
and C.2) to Schedule 1, Column A.

Compared Period From Inception Through June 30, 2008 amounts (Columns D.1 and
D.2) to Schedule 1, Column B. For the Orange County bankruptcy recovery,
professional services, non-project related, Orange County bankruptcy loss and other
non-project related amounts, we compared the total of the amounts allocated to Tax
Revenues and to Bond Revenues at June 30, 2008 (Columns D.1 and D.2) to
Schedule 1, Column B. For the payment to refunded bond escrow, we compared the
Period From Inception Through June 30, 2008 amount (Column D.2) to the total of the
advance refunding escrow and payment to refunded bond escrow agent amounts at
Schedule 1, Column B.

Compared forecast amounts (Columns E.| and E.2) to Measure M Forecast Schedule.

Recomputed totals and subtotals.

We obtained Schedule 3 and performed the following procedures:

1.

Compared Total Measure M Program Net Tax Revenues Program to Date Actual
(Column H) and Total Net Tax Revenues (Column |) amounts to Schedule 2, Column
D.1 and Column F.1, Net Tax Revenues (Totals), respectively.

Recalculated Net Tax Revenues Program to Date Actual (Column H) and Total Net
Tax Revenues (Column |) amounts, by mode and project description, based on the
Revised Traffic Improvement and Growth Management Expenditure Plan, as amended
(Expenditure Plan).

Compared the Total Project Budget (column J) for Freeways to the Measure M Project
Funding Responsibility 1996 Strategic Plan in June 2008 dollars. Regional streets and
road projects, local streets and road projects, and certain transit projects are not
budgeted due to the fact that these projects are funded on a “pay as you go” basis.
Therefore, funds are budgeted as they are allocated to projects.

Compared the Total Estimate at Completion (Column K) to supporting budget
documents.

Recalculated the Variance Total Net Tax Revenues to Estimate at Completion
(Column L) by subtracting Column K from Column | and the Variance Project Budget
to Estimate at Completion (Column M) by subtracting Column K from Column J.
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6. Reconciled Expenditures through June 30, 2008 (Column N) to Schedule 1, Column B

noting a $24 difference. Agreed column N, by project description to the project job
ledger by fiscal year.

7. We judgmentally selected a sample of 25 expenditures from Column N and compared
them to invoices and supporting documentation. We concluded that the sampled
expenditures were properly accrued and classified.

8. Agreed Reimbursements through June 30, 2008 (Column O) to Schedule 1, Column B,
the combined total of other agencies’ share of Measure M costs, capital grants, right-
of-way leases, proceeds from sale of capital assets, interest, transfers in, and current
year miscellaneous revenues, noting a $19 difference.

9. Agreed Column O to supporting revenue summary by project and fiscal year. We
judgmentally selected a sample of 5 reimbursements from Column O and compared
them to invoices and remittance advices. We concluded that the sampled
reimbursements were properly classified.

10. Recalculated the Net Project Cost (Column P) by subtracting Column O from Column
N.

11. Recalculated the Percent of Budget Expended (Column Q) by dividing Column P by
Column J.

12. Recomputed totals and subtotals.

Except as noted in procedures A.1, C.6, and C.8, the above procedures were performed without
exception.

We were not engaged to, and did not, conduct an audit, the objective of which would be the
expression of an opinion, on the Measure M Status Report. Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have come to
our attention that would have been reported to you. The Notes to the Measure M Status Report
(Notes) have been provided by the OCLTA to describe the purpose, format, and content of the
schedules. We were not engaged to and did not perform any procedures on the Notes.

This report is intended solely for the information and use of OCLTA’ s management, the Board

of Directors, and the Taxpayer's Oversight Committee and is not intended to be and should not
be used by anyone other than these specified parties.

f/\wr 'Ml- A»(W-— P

Irving, California
November 14, 2008



Schedule 1
Measure M

Schedule of Revenues, Expenditures and Changes in Fund Balance
as of June 30, 2008

(Unaudited)
Period from
Year to Date Inception to
(8 in thousands) June 30, 2008 June 30, 2008
(A) (B)
Revenues:
Sales taxes $ 269,118 $ 3,341,793
Other agencies share of Measure M costs
Project related 5,225 380,172
Non-project related 518 614
Interest:
Operating:
Project related 311 923
Non-project related 29,933 223,890
Bond proceeds - 136,067
Debt service 7.274 77,813
Commercial paper 135 6,046
Orange County bankruptcy recovery - 42,268
Capital grants 15,339 145,012
Right-of-way leases 584 4,359
Miscellaneous 2,147 20,545
Total revenues 330,584 4,379,502
Expenditures:
Supplies and services:
State Board of Equalization (SBOE) fees 2,673 48,971
Professional services:
Project related 25,326 161,414
Non-project related 2,423 27,398
Administration costs:
Project related 1,914 15,713
Non-project related 5,401 72,559
Orange County bankruptey loss - 78,618
Other:
Project related 62 1,139
Non-project related 231 15,278
Payments to local agencies:
Turnback 41,061 494,385
Competitive projects 63,883 492,521
Capital outlay 79,813 1,895,376
Debt service:
Principal payments on long-term debt 71,290 767,400
Interest on long-term debt and commercial paper 18,502 534,542
Total expenditures 312,579 4,605,324
Excess (deficiency) of revenues over 18,005 (225,822)
(under) expenditures
Other financing sources (uses):
Transfers out:
Project related (1,000) (251,369)
Non-project related - (5,116)
Transfers in- project related 161 1,829
Bond proceeds - 1,169,999
Advance refunding escrow - (931)
Payment to refunded bond escrow agent - (152,930)
Total other financing sources (839) 761,482
Excess of revenues over

expenditures and other sources 3 17,166 3 535,660

See Notes to Measure M Status Report (Unaudited)
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Measure M

Schedule 2

Schedule of Calculations of Net Tax Revenues and Net Bond Revenues (Debt Service)

as of June 30, 2008

(Unaudited)
Period from Period from
Inception July 1, 2008
Year Ended through through
June 30, 2008 June 30, 2008 March 31, 2011
($ in thousands) (actual) (actual) (forecast) Total
(C.1) (D.1) (E.1) (F.1)
Tax revenues:
Sales taxes 5 269,118 $ 3341793 $ 766,481 3 4,108,274
Other agencies' share of Measure M costs 518 614 - 614
Operating interest 29,933 223,890 23,546 247,436
Orange County bankruptcy recovery - 20,683 - 20,683
Miscellaneous - 801 - 801
Total tax revenues 299,569 3,587,781 790,027 4,377,808
Administrative expenditures:
SBOE fees 2,673 48,971 7,342 56,313
Professional services, non-project related 2,310 18,593 4,876 23,489
Administration costs, non-project related 5,401 72,559 16,172 88,731
Operating transfer out, non-project related - 5,116 - 5,116
Orange County bankruptcy loss - 29,792 - 29,792
Other, non-project related 231 6,179 3,812 9,991
10,615 181,210 32,202 213,412
Net tax revenues $ 288,954 $ 3406571 $ 757,825 $ 4,164,396
(C.2) (D.2) (E.2) (F.2)
Bond revenues:
Proceeds from issuance of bonds $ - $ 1,169,999 § - $ 1,169,999
Interest revenue from bond proceeds - 136,067 - 136,067
Interest revenue from debt service funds 7274 77,813 10,779 88,592
Interest revenue from commercial paper 135 6,046 - 6,046
Orange County bankruptcy recovery - 21,585 - 21,585
Total bond revenues 7,409 1,411,510 10,779 1,422,289
Financing expenditures and uses:
Professional services, non-project related 113 8,805 - 8,805
Payment to refunded bond escrow - 153,861 - 153,861
Bond debt principal 71,290 767,400 236,555 1,003,955
Bond debt interest expense 18,502 534,542 28,407 562,949
Orange County bankruptcy loss - 48,826 - 48,826
Other, non-project related - 9,099 - 9,099
Total financing expenditures and uses 89,905 1,522,533 264,962 1,787,495
Net bond revenues (debt service) $ (82,496) $  (111,023) $ (254,183) $ (365,206)

See Notes to Measure M Status Report (Unaudited)
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Measure M
Schedule of Revenues and Expenditures Summary
as of June 30, 2008

Schedule 3

(Unaudited)
Net Variance Variance
Tax Revenues Total Total Net Tax Project Expenditures Reimbursements Percent of
Program to Date Net Tax Project Estimate at Revenues to Est Budget to Est through through Net Budget
Project Description Actual Revenues Budget Completion  at Completion at Completion June 30, 2008 June 30, 2008 Project Cost Expended
(G) (H) U] ) (K) L) M) N) (@) (] (Q
($ in thousands)
Freeways (43%)
I-5 between 1-405 (San Diego Fwy) and 1-605 (San Gabriel Fwy) $ 803,721 $ 982515 $ 810,010 §$ 804,897 §$ 177618 § 5113 $§ 776334 § 80,427 $ 695,907 85.9%
I-5 between I-5/1-405 Interchange and San Clemente 57,487 70,276 57,836 59,935 10,341 (2,099) 70,294 10,358 59,936 103.6%
1-5/1-405 Interchange 72,965 89,197 72,802 73,075 16,122 (273) 98,157 25,082 73,075 100.4%
S.R. 55 (Costa Mesa Fwy) between I-5 and S.R. 91 (Riverside Fwy) 48,643 59,464 44,511 50,196 9,268 (5,685) 55,511 6,172 49,339 110.8%
S.R. 57 (Orange Fwy) between 1-5 and Lambert Road 42,010 51,356 46,128 44,596 6,760 1,532 25,617 2,859 22,758 49.3%
S.R. 91 (Riverside Fwy) between Riverside Co. line &
Los Angeles Co. line 105,025 128,389 116,136 105,666 22,723 10,470 123,995 18,606 105,389 90.7%
S.R. 22 (Garden Grove Fwy) between S.R. 55 and Valley View St. 334,975 409,494 295,050 299,490 110,004 (4,440) 588,763 297,428 291,335 98.7%
Subtotal Projects 1,464,826 1,790,691 1,442,473 1,437,855 352,836 4,618 1,738,671 440,932 1,297,739
Net (Bond Revenue)/Debt Service 307,321 307,321 (307,321) - 302,739 302,739
Total Freeways $ 1464826 $ 1,790,691 $ 1,749,794 $ 1,745,176 § 45515 § 4618 §$ 2041410 $ 440,932 §$ 1,600,478
% 42.4% 51.3%
Regional Street and Road Projects (11%)
Smart Streets $ 128476 $ 157,057 § 154683 § 154683 § 2374 % - $ 145205 $ 3,488 § 141,716 91.6%
Regionally Significant Interchanges 74,945 91,617 91,617 91,617 - - 58,453 146 58,307 63.6%
Intersection Improvement Program 107,064 130,881 130,881 130,881 - - 69,490 214 69,276 52.9%
Traffic Signal Coordination 53,632 65,441 65,441 65,441 - - 42,780 132 42,648 65.2%
Transportation Systems Management and Transportation
Demand Management 10,7086 13,088 13,088 13,088 - - 7,461 149 7,312 55.9%
Subtotal Projects 374,723 458,084 455,710 455,710 2,374 - 323,389 4,130 319,259
Net (Bond Revenue)/Debt Service 2,374 2,374 (2,374) - 2,338 2,338
Total Regional Street and Road Projects $ 374723 $ 458,084 $ 458,084 $ 458,084 § - 3 - $ 325727 § 4,130 § 321,597
% 11.1% 10.3%

(continued)

See Notes to Measure M Status Report (Unaudited)
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Schedule 3
Measure M

Schedule of Revenues and Expenditures Summary

as of June 30, 2008

(Unaudited)
Net Variance Variance
Tax Revenues Total Total Net Tax Project Expenditures Reimbursements Percent of
Program to Date Net Tax Project Estimate at Revenues to Est Budget to Est through through Net Budget
Project Description Actual Revenues Budget Completion  at Completion at Completion June 30, 2008 June 30, 2008 Project Cost Expended
© H) 0] ) (K (L M (N} (0) P Q)
($ in thousands)
Local Street and Road Projects (21%)
Master Plan of Arterial Highway Improvements $ 120,116 $ 169,084 $ 169,084 $ 169,084 $ - $ - $ 75342 § 99 § 75,243 44,5%
Streets and Roads Maintenance and Road Improvements 495,263 605,439 605,439 605,439 - - 494,411 - 494,411 81.7%
Growth Management Area Improvements 100,000 100,000 100,000 100,000 - - 68,174 431 67,743 67.7%
Subtotal Projects 715,379 874,523 874,523 874,523 - - 637,927 530 637,397
Net (Bond Revenue)/Debt Service - -
Total Local Street and Road Projects $ 715379 $ 874,523 $§ 874523 $ 874523 $ - $ - $ 637,927 $ 530 $ 637,397
% 21.2% 20.4%
Transit Projects (25%)
Pacific Electric Right-of-Way $ 16,483 § 20,150 $ 15000 § 14,000 §$ 6,150 $ 1,000 $ 16,359 §$ 2512 % 13,847 92.3%
Commuter Rail 304,174 376,289 363,266 360,659 15,630 2,607 351,409 60,874 290,535 80.0%
High-Technology Advanced Rail Transit 373,624 456,740 440,940 464,580 (7,840) (23,640) 65,629 6,355 59,274 13.4%
Elderly and Handicapped Fare Stabilization 20,000 20,000 20,000 20,000 - - 16,010 - 16,010 80.1%
Transitways 137,362 167,919 146,381 126,348 41,571 20,033 162,509 36,687 125,822 86.0%
Subtotal Projects 851,643 1,041,098 985,587 985,587 565,511 - 611,916 106,428 505,488
Net (Bond Revenue)/Debt Service 55,511 55,511 (565,511) - 54,684 54,684
Total Transit Projects $ 851,643 $ 1,041,098 $ 1,041,098 $ 1,041,098 3 - $ - $ 666600 $ 106428 $ 560,172
% 25.3% 18.0%
Total Measure M Program $ 3406571 $ 4164396 $ 4,1234%9 § 4118881 § 45515 § 4618 $ 3671664 $ 552020 §$ 3,119,644

See Notes to Measure M Status Report (Unaudited)
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Orange County Local Transportation Authority
Notes to Measure M Status Report (Unaudited)

Year Ended June 30, 2008

Measure M Summary

In November 1990, Orange County voters approved the Revised Traffic Improvement and
Growth Management Ordinance, known as Measure M. This implemented a one-half of one
percent retail fransaction and use tax to fund a specific program of transportation improvements
in Orange County. The Orange County Local Transportation Authority (OCLTA) is responsible
for administering the proceeds of the Measure M sales tax, which commenced on April 1, 1991
for a period of 20 years. Under Measure M, funds are required to be distributed to four modes:
freeways, regional streets and roads, local streets and roads, and transit.

Demonstrating accountability for the receipt and expenditure of Measure M funds has been
accomplished by the issuance of quarterly reports on Measure M activities. The reports for
Measure M activities through June 30, 2008 are included as Schedules 1-3. The following is a
summary of the purpose, format and content of each schedule. All amounts, unless otherwise
indicated, are expressed in thousands of dollars.

Schedule 1—Schedule of Revenues, Expenditures and Changes in Fund Balance

This schedule presents a summary of revenues, expenditures and changes in fund balance of
the combined OCLTA special revenue and debt service funds. Such financial information has
been derived from the trial balance with additional detailed information from the underlying
accounting records. The schedule is presented for the latest fiscal year and for the period from
inception through the latest fiscal year.

Year to Date June 30, 2008 (Column A)

This column presents the revenues, expenditures, and other financing sources (uses) of the
combined OCLTA special revenue and debt service funds for the fiscal year ended June 30,
2008. Amounts for individual revenue sources, expenditures by major object, and other
financing sources (uses) are derived from the trial balance, while detailed amounts for certain
revenue sources and expenditures by major object have been obtained from the general ledger.

The net change in fund balance of $17,166 agrees with the combined change in fund balances

of $10,076 in the OCLTA special revenue fund and $7,090 in the OCLTA debt service fund, in
the trial balance for the year ended June 30, 2008.

Non-project related revenues, expenditures, and other financing sources (uses) are included in
the net tax revenues and net bond revenues (debt service) calculations in Schedule 2.

Period from Inception to June 30, 2008 (Column B)

This column presents the revenues, expenditures, and other financing sources (uses) of the
combined OCLTA special revenue and debt service funds for the period from inception through
June 30, 2008. Amounts for individual revenue sources, expenditures by major object, and
other financing sources (uses) are summarized from the trial balance, while detailed amounts



Orange County Local Transportation Authority
Notes to Measure M Status Report (Unaudited)
(Continued)

Year Ended June 30, 2008

for certain revenue sources and expenditures by major object have been obtained and
summarized from the general ledger.

The net fund balance of $535,660 agrees with the combined ending fund balances of $418,338
in the OCLTA special revenue fund and $117,322 in the OCLTA debt service fund, as presented
in the audited trial balance for the year ended June 30, 2008.

Non-project related revenues, expenditures, and other financing sources (uses) are included in
the net tax revenues and net bond revenues (debt service) calculations in Schedule 2. Project
related revenues are presented as “reimbursements” in Schedule 3. Project related
expenditures and other financing uses are included as “expenditures” in Schedule 3.

Schedule 2—Schedule of Calculationé of Net Tax Revenues and Net Bond Revenues
(Debt Service)

This schedule presents calculations of net tax revenues and of net bond revenues (debt

service), which are allocated in Schedule 3 to transportation projects specified in the Measure M
modes.

Net tax revenues are calculated as tax revenues including sales taxes, other agencies share of
Measure M costs, operating interest, Orange County bankruptcy recovery, and miscellaneous
revenues less administrative expenditures that are not project or financing related.

Net bond revenues (debt service) are bond revenues comprised of proceeds from bond

issuances, interest, and Orange County bankruptcy recovery less financing expenditures and
uses.

Actual revenues, expenditures, and other financing sources (uses) in this schedule were
obtained from amounts on Schedule 1. Forecast amounts were obtained from the Orange
County Transportation Authority Forecast Model. The schedule is presented for the latest fiscal
year, for the period from inception through the latest fiscal year, for subsequent years through
the expiration of Measure M, and for the combined total of actual and forecast amounts for the
period from inception through the expiration of Measure M.



Orange County Local Transportation Authority
Notes to Measure M Status Report (Unaudited)
(Continued)

Year Ended June 30, 2008

Calculation of Net Tax Revenues

Year Ended June 30, 2008 (actual) (Column C.1)

Tax revenues consisting of sales taxes, other agencies share of Measure M costs, operating
interest, Orange County bankruptcy recovery, and miscellaneous revenue and administrative
expenditures which are non-project and non-financing related for the year ended June 30, 2008
were obtained from Column A in Schedule 1. Orange County bankruptcy recovery amounts are
distributed between tax revenues and bond proceeds based on the cash account balance in the
Orange County Investment Pool (OCIP) at the OCIP bankruptcy date. Non-project related
professional services and other expenditures are distributed between administrative
expenditures and financing expenditures and uses based on the job ledger code. Net tax

revenues represent total tax revenues less total administrative expenditures for year ended
June 30, 2008.

Period from Inception through June 30, 2008 (actual) (Column D.1)

Tax revenues consisting of sales taxes, other agencies share of Measure M costs, operating
interest, Orange County bankruptcy recovery, and miscellaneous revenue and administrative
expenditures which are non-project and non-financing related for the period from inception
through June 30, 2008 were obtained from Column B in Schedule 1. Orange County
bankruptcy recovery amounts are distributed between tax revenues and bond proceeds based
on the cash account balance in the OCIP at the OCIP bankruptcy date. Non-project related
professional services and other expenditures are distributed between administrative
expenditures and financing expenditures and uses based on the job ledger code. Orange
County bankruptcy loss amounts are distributed between administrative expenditures and
financing expenditures and uses based on the cash account balance in the OCIP at the OCIP
bankruptcy date. Net tax revenues represent total cumulative tax revenues less total cumulative
administrative expenditures.

Period from July 1, 2008 through March 31, 2011 (forecast) (Column E.1)

Tax revenues consisting of projected sales taxes and operating interest and administrative
expenditures which are non-project and non-financing related for subsequent years from July 1,
2008 through March 31, 2011 were obtained from the Orange County Transportation Authority
Forecast Model which is updated quarterly. Net tax revenues represent total projected tax
revenues less total projected administrative expenditures.

Total Measure M Program {(Column F.1)

Total amounts related to the net tax revenues calculation are determined as the sum of columns
D.1 and E.1. The total net tax revenues is used in Schedule 3 as “Total net tax revenues.”

10



Orange County Local Transportation Authority
Notes to Measure M Status Report (Unaudited)
(Continued)

Year Ended June 30, 2008

Calculation of Net Bond Revenues (Debt Service)

Year Ended June 30, 2008 (actual) (Column C.2)

Bond revenues consisting of interest revenue from bond proceeds, debt service funds, and
commercial paper (financing interest revenue) and financing expenditures and uses consisting
of debt principal payments, interest expenditures, and other non-project and non-operating
related expenditures for the year ended June 30, 2008 were obtained from Column A in
Schedule 1. Non-project related professional services and other expenditures are distributed
between administrative expenditures and financing expenditures and uses based on the job
ledger code. Net bond revenues (debt service) represent total bond revenues less financing
expenditures and uses for the year ended June 30, 2008.

Period from Inception through June 30, 2008 (actual) (Column D.2)

Bond revenues consisting of proceeds from the bond issuances, financing interest revenue, and
Orange County bankruptcy recovery and financing expenditures and uses which are non-project
and non-operating related for the period from inception through June 30, 2008 were obtained
from Column B in Schedule 1. Orange County bankruptcy recovery amounts are distributed
between tax revenues and bond proceeds based on the cash account balance in the OCIP at
the OCIP bankruptcy date. Non-project related professional services and other expenditures
are distributed between administrative expenditures and financing expenditures and uses based
on the job ledger code. Orange County bankruptcy loss amounts are distributed between
administrative expenditures and financing expenditures and uses based on the cash account
balance in the OCIP at the OCIP bankruptcy date. Net bond revenues (debt service) represent
total cumulative bond revenues less total cumulative financing expenditures and uses.

Period from July 1, 2008 through March 31, 2011 (forecast) (Column E.2)

Bond revenues consisting of financing interest revenue and financing expenditures and uses
primarily related to principal payments and interest expenditures on long-term debt for
subsequent years from July 1, 2008 through March 31, 2011 were obtained from the Orange
County Transportation Authority Forecast Model. Net bond revenues (debt service) represent
total projected bond revenues less total projected financing expenditures and other uses.

Total Measure M Program (Column F.2)

Total amounts related to the net bond revenues (debt service) calculation are determined as the
sum of columns D.2 and E.2. The total net bond revenues (debt service) is used in Schedule 3
as a component of “total cost estimate project budget.”
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Orange County Local Transportation Authority
Notes to Measure M Status Report (Unaudited)
(Continued)

Year Ended June 30, 2008

Schedule 3—Schedule of Revenues and Expenditures Summary

This schedule presents a summary of actual and projected revenues and expenditures by mode
and project description as specified in the Traffic Improvement and Growth Management Plan,
as amended (Expenditure Plan). Total Measure M program amounts materially agree with
amounts on Schedules 1 and 2; however, amounts by mode and project description are based
on proportionate calculations or are obtained from other documents.

Project Description (Column G)

The project descriptions by mode are in accordance with the Expenditure Plan.

Net Tax Revenues Program to Date Actual (Column H)

The total Measure M Program net tax revenues for the period from inception through June 30,
2008 agree with net tax revenues in Column D.1 in Schedule 2. Such net tax revenues have
been allocated to each of the four modes based on the allocation percentages specified in
Measure M. The net tax revenues for each mode have been allocated to each project based on

the proportionate share of each project’s estimated cost to the total estimated cost per mode as
presented in the Expenditure Plan.

Total Net Tax Revenues (Column 1)

The total actual and projected net tax revenues (total net tax revenues) during the 20-year life of
Measure M agree with total net tax revenues in Column F.1 in Schedule 2. Such total net tax
revenues have been allocated to each of the four modes based on the allocations specified in
Measure M. The net tax revenues for each mode have been allocated to each project based on

the proportionate share of each project’s estimated cost to the total estimated cost per mode as
presented in the Expenditure Plan.

Project Budget (Column J)

In accordance with Measure M, bond financing authority was approved as an alternative to the
“pay as you go” financing method. As a result, all freeway mode, certain regional street and
road mode, and certain transit mode projects have been accelerated using bond financing, while
all local street and road and remaining regional street and road mode and transit mode projects
have been funded on the “pay as you go” financing method.

Total cost estimates for each “pay as you go” project are based on the total net tax revenues
presented in Column I, except for Growth Management Area (GMA) Improvements in the local
street and road projects mode and Fare Stabilization in the transitway projects mode. GMA
Improvements and Fare Stabilization are subject to a maximum funding of $100 million and $20
million, respectively, per Measure M. Total cost estimates for the freeway mode and transitway
projects included in the transit mode are based on amounts obtained from the 1996 Freeway
Strategic Plan, adjusted to 2008 dollars. Smart street cost estimates and net (bond
revenue)/debt service costs for regional street and road mode projects comprise the total smart

12



Orange County Local Transportation Authority
Notes to Measure M Status Report (Unaudited)
(Continued)

Year Ended June 30, 2008

street cost estimates, as such projects have been accelerated using bond financing. Pacific
Electric Right-of-Way cost estimates are in accordance with the Expenditure Plan. The total net
(bond revenue)/debt service cost estimates agree with the total amount from Column F.2 in
Schedule 2, and such amounts were allocated based on the projects subject to bond financing.

Estimate at Completion (Column K)

Estimate at completion represents current estimates of costs to complete the projects.

Variance Total Net Tax Revenues to Estimate at Completion (Column L)
This is a calculation of Column | minus Column K.

Variance Project Budget to Estimate at Completion (Column M)

This is a calculation of Column J minus Column K.

Expenditures through June 30, 2008 (Column N)

Total expenditures less net (bond revenue)/debt service materially agree with the sum of project
related expenditures and net operating transfers out from Column B in Schedule 1. Project
related expenditures are comprised of professional services, administrative costs, payments to
local agencies for turnback and competitive projects, capital outlay, and other, noting a $24
difference. Such expenditures are distributed to the projects based on project amounts
accumulated in the project job ledger. The total net (bond revenue)/debt service expenditures
through June 30, 2008 from Column N in Schedule 3 agree with the sum of non-project related
expenditures from Column D.2 in Schedule 2. Non-project related expenditures are comprised
of all financing interest revenue, Orange County bankruptcy recovery (loss) amounts, non-
project related professional services, bond debt interest expense and other non-project related
financing expenditures.

Reimbursements through June 30, 2008 (Column Q)

Total reimbursements materially agree with the sum of project related revenues from Column B
in Schedule 1. Project related revenues consist of other agencies share of Measure M project
costs, capital grants, right-of-way leases, proceeds on sale of capital assets, interest, transfers
in, and current year miscellaneous revenues, noting a $19 difference. Such revenues are
distributed to the related projects based on project amounts accumulated in the project job
ledger.

Net Project Cost (Column P)

This is a calculation of Column N minus Column O. For each mode, a percentage amount has
been calculated as the net project cost per mode divided by the total Measure M Program net
project cost. Such percentage can be compared to the required percentage included in
Measure M as an indication of the progress to date for each mode.
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Year Ended June 30, 2008

Percent of Budget Expended (Column Q)

This is a calculation of Column P divided by Column J.
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Board of Directors

Orange County Transportation Authority

Orange, California

Independent Accountants’ Report
On Applying Agreed-Upon Procedures

We have performed the procedures enumerated below on the data contained in the Federal
Funding Allocation Statistics Form for the Orange County Transportation Authority (OCTA) for the
fiscal year ended June 30, 2008, solely to assist the management of OCTA in the evaluation of
whether OCTA complied with the standards described below, and that the information included in
the Federal Funding Allocation Statistics (Form FFA-10) of OCTA’s National Transit Database
(NTD) Report is presented in conformity with the requirements of the Uniform System of Accounts
and Records and Reporting Systeém, Final Rule, as specified in 49 CFR Part 630, Federal Register,
January 15, 1993, and as presented in the 2008 Reporting Manual (Reporting Manual). OCTA
management is responsible for the data presented in Form FFA-10.

We understand that OCTA is eligible to receive grants under the Urbanized Area Formula Program
of the Federal Transit Act, as amended, and in connection therewith, OCTA is required to report
certain information to the Federal Transit Administration (FTA).

The FTA has established the following standards with regard to the data reported in Form FFA-10
of OCTA’s annual NTD Report:

* Asystemisin place and maintained for recording data in accordance with NTD definitions.
The correct data is being measured and no systematic errors exist.

* A system is in place to record data on a continuing basis, and the data gathering is an
ongoing effort.

» Source documents are available to support the reported data and are maintained for FTA
review and audit for a minimum of three years following FTA’s receipt of the NTD Report.
The data is fully documented and securely stored.

* Asystem ofinternal controlis in place to ensure the data collection process is accurate and
that the recording system and reported comments are not altered. Documents are reviewed
and signed by a supervisor, as required.

* The data collection methods are those suggested by FTA or meet FTA requirements.

* Thedeadhead miles, computed as the difference between the reported total actual vehicle

miles data and the reported total actual vehicle revenue miles (VRM) data, appear to be
accurate.
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* Data is consistent with prior reporting periods and other facts known about OCTA’s
operations.

-~ This engagement to apply agreed upon procedures was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of
these procedures is solely the responsibility of those parties specified in the report. Consequently,
we make no representation regarding the sufficiency of the procedures described below, either for
the purpose for which this report has been requested or for any other purpose.

The procedures described below were applied separately to the information systems used to
develop the reported vehicle revenue miles, passenger miles and operating expenses of OCTA for
the fiscal year ended June 30, 2008, for the following transportation modes:

Mode Type of Service
Motor bus Directly operated
Motor bus Purchased transportation

Demand response Purchased transportation
Vanpool Purchased transportation

We were not engaged to, and did not, conduct an audit, the objective of which wouid be the
expression of an opinion on OCTA’s Form FFA-10 for the fiscal year ended June 30, 2008, which is
presented in conformity with the requirements of the Uniform System of Accounts and Records and
Reporting Systems, as specified in 49 CFR Part 630, Federal Register, January 15, 1993, and as
presented in the 2008 Reporting Manual. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you. This report relates only to the information described above and does not

extend to OCTA's financial statements, or the forms in OCTA's NTD Report, other than Form FFA-
10.

The procedures performed and associated results were as follows:

a. Obtain and read a copy of written procedures related to the system for reporting and
maintaining data in accordance with NTD requirements and definitions set forth in 49 CFR
Part 630, Federal Register, January 15, 1993 and as presented in the Reporting Manual. If
procedures are not written, discuss the procedures with the personnel assigned
responsibility for supervising the NTD data preparation and maintenance.

Results: OCTA's Operations Analysis Departmentimplemented formal written procedures

in place for reporting and maintaining data in accordance with NTD requirements effective
May 2008.
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b. Discuss the procedures (written or informal) with the personnel assigned responsibility for
supervising the preparation and maintenance of NTD data to determine:
¢ The extent to which OCTA followed the procedures on a continuous basis; and

» Whether they believe such procedures result in accumulation and reporting of data
consistent with the NTD definitions and requirements set forth in 49 CFR Part 630,

Federal Register, January 15, 1993 and as presented in the 2008 Reporting
Manual.

Results: The following is a listing of the people interviewed with the assigned responsibility
for supervising the preparation and maintenance of the NTD data. All individuals believe
that the procedures are in accordance with the NTD requirements.

e Main Preparer: JP Gonzalez, Associate Operations Analyst for Transit Operations
Analysis

« Supervisor: Jorge Duran, Project Manager - Analysis for Transit Operations Analysis

o Vehicles: Randy Jumper, Senior Fleet Analyst for Maintenance Resource
Management

o Vehicle Miles/Hours/Trips (HASTUS Line Summaries by Service Change) Data:
Gail Cherry, Schedule Analyst Il for Service Planning

o Lost Service Hours MBDO Data: Richard Oakes, Section Supervisor - Central
Communications for Bus Operations Support

o Lost Service Hours/Miles MBPT Data: Sharon Long, Community Transportation
Coordinator for Community Transportation Services (CTS)

o Unlinked Passenger Trips, UZA Allocations, Fixed Guideways Data: Phyllis
Trudel, Transportation Analyst for Service Planning

o Passenger Miles (Random Sampling Tripsheets) Data: Bob Calli, Senior
Schedule Checker for Service Planning

OCTA has adequate procedures for preparation and maintenance of NTD data.
c. Inquire of the same person concerning the retention policy that is followed by OCTA with
respect to source documents supporting the NTD data reported on Form FFA-10.

Results: OCTA has a formal retention policy in place and source documents supporting the
NTD data reported on Form FFA-10 are maintained for a period of three years.
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d. Based on a description of OCTA's procedures obtained in procedures a. and b. above,
identify all the source documents which are to be retained by OCTA for a minimum of three
years. For each type of source document, select three months out of the year and
determine whether the document exists for each of these periods.

Results: We judgmentally selected the months of September 2007, April 2008 and June
2008 for directly operated and purchased transportation services and validated that the
documents were retained as required. The following is a listing of the source documents
and other records that are to be retained:

Motor Bus Directly Operated (MBDO) and Motor Bus Purchased Transportation (MBPT)—
Passenger Mile Data Documents

1. Random Sampling Tripsheets (generated through PCR application)

2. PCR application's Section 15 Reports (result of random sampling data
calculation)

Random Sampling Database (as a MS Access database for further calculations
and auditing purposes) _

MBDO and MBPT Statistics Reports (queried from MS Access database)
HASTUS Line Summaries by Service Change (for in-service trips)

In-service Trip Counter Spreadsheet

‘Random Sampling Calculations Spreadsheet

w

No oA

MBDO - VRM Data Documents

1. HASTUS Line Summaries by Service Change (for scheduled hours and miles)
. Lost Service Hours from Central Communications
3. Missed Service Log (Lost Hours for MBPT) from Community Transportatlon
Services
4. Actual Hours from MOS-BUS Reports from Service Planning
5. Vehicle Hours/Miles Caiculation Spreadsheets

Vehicle Revenue Miles (VRM) for FFA-10 from the S-20 Fixed Guideways Data Documents
1. S-20 Fixed Guideways Spreadsheet
2. Revenue Trips as published in our public bus books (using the June Service
Change publication as a snapshot for June 30th - FYE)

All documents were retained as required.

e. Discuss the system of internal controls with the person responsible for supervising and
maintaining the NTD data. inquire whether individuals, independent of the individuals
preparing source documents and data summaries, review the source documents for
completeness, accuracy and reasonableness and how often such reviews are performed.
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Results: Internal controls over the NTD data accumulation, maintenance and reporting
process appeared to be adequate. Based upon our review and inquiry with personnel, NTD

data is properly reviewed by personnel independent of the preparation process, and
reported in an accurate and timely manner.

f. Select a random sample of the source documents and determine whether supervisors’
signatures are present as required by the system of internal controls. If supervisors’
signatures are not required, inquire how the supervisors’ reviews are documented.

Results: We randomly selected a sample of 55 bus tripsheets for directly operated
motorbus services for the fiscal year ended June 30, 2008. For one of the tripsheets, the
passenger count listed was transposed with the Passenger count from a different bus run
on the same bus line on the same day. Due to the extraction process, data for the two bus
runs were switched; however, since both of these runs use the same mode and are on the
same day, this does not result in a variance for the total passenger count reported for NTD
purposes. For these variances noted, we agreed the sampled trip sheet data to the data
reported in the switched bus run without material exception.

Of the 55 tripsheets reviewed, we noted that 24 tripsheets had variances in the number of
passengers between the tripsheets and the data from the system due to an error in the
reporting process. The report query did not properly capture passengers in the column or
field called "Bike". This resulted in an under-reporting of passengers, which has a direct
effect on passenger miles. Subsequent to this discovery, OCTA personnel rewrote the
query to include this field. Once the report was revised, we retested the 24 tripsheets
against the revised passenger count without material exception.

Also, in one instance, the summary page of the tripsheet was missing. Due to the missing
sheet, we were unable to verify the end time. In addition, we were unable to confirm the
number of passengers. However, the listed passenger count at the bottom of page 3 was
78, which is consistent with the reported passenger count on the Random Check
Assignment Sheet and the electronic information extracted from the PCR system.

We randomly selected a sample of 55 bus tripsheets for purchased transportation motorbus
services for the fiscal year ended June 30, 2008. Eight variances were noted. For 6 of the
8 variances, the passenger counts listed were transposed with the passenger counts from a

- different bus run on the same bus line on the same day. Due to an error in the extraction
process, data for bus runs that run on the exact same bus line have been transposed or
switched; however, since both of these runs use the same mode and are on the same day,
this does not result in a variance for the total passenger count reported for NTD purposes.
For each of these variances noted, we agreed the sampled trip sheet data to the data
reported in the switched bus run without material exception.
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We also noted that 2 tripsheets had variances in the number of passengers between the
tripsheets and the data from the system due to an error in the reporting process. The report
query did not properly capture passengers in the column or field called "Bike". This resulted
in an under-reporting of passengers, which has a direct effect on passenger miles.
Subsequent to this discovery, OCTA personnel rewrote the query to include this field. Once

the report was revised, we retested the 2 tripsheets against the revised passenger count
without material exception.

Recommendation: We recommend that OCTA ensures that the data being captured is

properly reviewed and periodically compared to the tripsheets to ensure the system is
adequateiy capturing all sampled information.

g. Obtain the worksheets utilized by OCTA to prepare the final data that are transcribed onto
Form FFA-10. Compare the periodic data included on the worksheets to the periodic
summaries prepared by OCTA. Test the arithmetical accuracy of the summarizations.

Results: FFA-10 schedules were compared to periodic data included on the worksheets to
the periodic summaries prepared by OCTA without exception.

h. Discuss OCTA’s procedure for accumulating and recording passenger mile (PM) data in
accordance with NTD requirements with OCTA staff. Inquire whether the procedure used
is: (1) a 100% count of actual PM; or (2) an estimate of PM based on statistical sampling
meeting FTA’s 95% confidence and 10% precision requirements. If OCTA conducts a
statistical sample for estimating PM, inquire whether the sampling procedure is: (1) one of
the two procedures suggested by the FTA and described in FTA Circulars 2710.1A or
2710.2A,; or (2) an alternative sampling procedure. If OCTA uses an alternative sampling
procedure, inquire whether the procedure has been approved by the FTA or whether a

qualified statistician has determined that the procedure meets the FTA's statistical
requirements.

Results: OCTA uses an estimate of PM based upon a statistical sampling method in
accordance with FTA Circular 2710.1A, “Sampling Techniques for Obtaining Fixed Route
Bus Operating Data Required Under the Section 15 Reporting System,” and meets the

FTA’s 95% confidence and 10% precision requirements for accumulating and recording
passenger mile data.
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i. Discuss with OCTA staff, OCTA’s ability to conduct statistical sampling for PM data every
third year. Determine whether OCTA meets one of the three criteria that allow transit

agencies to conduct statistical samples for accumulating PM data every third year rather
than annually. Specifically:

¢ According to the 2000 Census, the public transit agency serves an urbanized area
(UZA\) of less than 500,000 population;

* The public transit agency directly operates fewer than 100 revenue vehicles in all
modes in annual maximum revenue service (in any size UZA).

¢ The service is purchased from a seller operating fewer than 100 revenue vehicles in

an annual maximum revenue service, and is included in the transit agency’s NTD
report.

For agencies that meet one of the above criteria, review the NTD documentation for the
most recent mandatory sampling year (2005) and determine that statistical sampling was
conducted and meets the 95% confidence and £10% precision requirements. Determine
how OCTA estimated annual PM for the current report year.

Results: OCTA did not meet the criteria established by the FTA to conduct statistical
sampling for passenger mile data every third year.

j. Obtain a description of the sampling procedure for estimation of PM data used by OCTA.
Obtain a copy of OCTA’s working papers or methodology used to select the actual sample
of runs for recording PM data. If the average trip length was used, determine that the
universe of runs was used as the sampling frame. Determine that the methodology to
select specific runs from the universe resulted in a random selection of runs. If a selected
sample run was missed, determine that a replacement sample run was randomly selected.
Determine that OCTA followed the stated sampling procedure.

Results: We discussed with OCTA management the statistical sampling procedure used
for the estimation of PM data. OCTA obtains an estimate of passenger boardings based
upon a statistical sampling method in accordance with FTA Circular 2710.1A, which meets
the FTA’s 95% confidence levei and 10% precision requirements. We obtained a copy of
OCTA's working papers to estimate passenger miles and noted that every other day, a
sample of three trips each is selected for both MBDO and MBPT. A total sample of 549
trips each for both MBDO and MBPT trips was selected for the fiscal year ended June 30,
2008. This is consistent with FTA Circular 2710.1A sampling procedures.
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k. Selectarandom sample of the source documents for accumulating PM data and determine
that they are complete (all required data are recorded) and that the computations are
accurate. Select a random sample of the accumulation periods and recompute the
accumulations for each of the selected periods. List the accumulation periods that were
tested. Test the arithmetical accuracy of the summarization.

Results: We reviewed the accumulation of PM data by judgmentally selecting a sample of
data from the months of July 2007, September 2007, January 2008 and April 2008. We
verified the mathematical accuracy of the accumulation of the PM data on the MBDO and
MBPT Statistics Sheets for the items selected. We noted no exceptions as a result of
these procedures. PMs included on source documents agreed to PM per monthly ridership
summary reports for all trips sampled.

I Discuss the procedures for systematic exclusion of charter, school bus and other ineligible
vehicle miles from the calculation of actual VRM with OCTA staff and determine that stated
procedures are followed. Selecta random sample of the source documents used to record-
charter and school bus mileage and test the arithmetical accuracy of the computations.

Results: We noted that OCTA does not provide charter or school bus services and,
therefore, does not have charter or school bus mileage to review. We also noted that
OCTA contracts with Acacia Transportation Services and Alzheimer's Family Services to
provide transportation for senior citizens to an adult daycare facility. OCTA also provides
demand response services for OCTA’s Senior Nutrition Program through California Yellow
Cab. Per ourreview and conversation with Community Transportation Services personnel,
a new designation of "Sponsored Service" was added this year to specifically allow the

reporting of such service and identify how much of the overall service is "sponsored” in
some way.

m. For actual VRM data, document the collection and recording methodology and determine
that deadhead miles are systematically excluded from the computation.

e If actual VRM are calculated from schedules, document the procedures used to
subtract missed trips. Select a random sample of the days that service is operated
and recompute the daily total of missed trips and missed VRM. Test the
arithmetical accuracy of the summarization.
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o Ifactual VRM are calculated from hubodometers, document the procedures used to
caiculate and subtract deadhead mileage. Select a random sample of the
hubodometer readings and determine that the stated procedures for hubodometer
deadhead mileage adjustments are applied as prescribed. Test the arithmetical
accuracy of the summarization of intermediate accumulations.

If actual VRM are calculated from vehicle logs, select random samples of the vehicle iogs

and determine that the deadhead mileage has been correctly computed in accordance with
FTA’s definitions.

Results: For MBDO, scheduled vehicle service hours (VSH) are compared to actual VSH
and a percentage of scheduled to actual is calculated. This percentage is applied to the
scheduled VRM in order to calculate actual VRM. Lost VSHs are calculated by obtaining
detailed time information from the bases. The VRMs are calculated at the end of the fiscal
year only. As such, we randomly selected 55 routes and reviewed the tripsheets and traced
them without exception to the data used to prepare the caiculation and ensured that lost
VSH were properly supported and excluded. No exceptions were noted.

For MBPT, the contractor reports actual VRM each month to OCTA. The VRM for MBPT
consists of the scheduled trips less the missed trips, which are reported on a Missed
Service Form. We randomly selected 55 routes and reviewed the tripsheets to ensure the
missed trips were properly excluded. No exceptions were noted.

For Demand Response Purchased Transportation (DRPT) and Vanpool Purchased
Transportation (VPPT), actual VRM are recorded on the daily tripsheets. Deadhead miles
are excluded from the calculation of VRM. We randomly selected 46 DRPT tripsheets and
25 VPPT tripsheets and agreed them to the database used to report actual VRM to ensure
that deadhead miles were excluded. No exceptions were noted.

n. For rail modes, review the recording and accumulation sheets for actual VRM and
determine that locomotive miles are not included in the computation.
Results: This procedure was not applicable as OCTA does not directly provide rail service.
o. If fixed guideway (FG) directional route miles (DRM) are reported, interview the person

responsible for maintaining and reporting the NTD data whether the operations meet FTA’s
definition of FG in that the service is:

* Rail, trolleybus (TB), ferryboat (FB) or aerial tramway (TR); or
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e Bus (MB) service operating over exclusive or controlled access rights-of-way
(ROW) and:

o access is restricted;

o Legitimate need for restricted access is demonstrated by peak period level
of service D or worse on parallel adjacent highway;

o Restricted access is enforced for freeways; priority lanes used by other high
occupancy vehicles (HOV) (i.e. vanpools (VP), carpools) must demonstrate
safe operation; and

o High Occupancy/Toll (HO/T) lanes meet FHWA requirements for traffic flow
and use of toll revenues, and that the transit agency has provided to NTD a
copy of the State’s certification to the U.S. Secretary of Transportation that it
has established a program for monitoring, assessing and reporting on the
operation of the HOV facility with HO/T lanes.

Results: According to OCTA, FG service consists of MB service that operates over
controlled access ROW (HOV lanes) and High Occupancy/Toll (HO/T lanes). Per our
review, it appears the operations meet FTA’s definition of FG.

p. Discuss the measurement of FG DRM with the person reporting the NTD data and
determine that the mileage is computed in accordance with FTA’s definitions of FG and
DRM. Inquire whether there were service changes during the year that resuited in an.
increase or decrease in DRM. If a service change resulted in a change in overall DRM,
recompute the average monthly DRM, and reconcile the total to the FG DRM reported on
Form FFA-10. Inquire if any temporary interruptions in transit service occurred during the
report year that were due to maintenance or rehabilitation improvements to an FG segment.

Results: OCTA's definition of FG is MB service that operates over controlled access rights-
of-way (HOV and HO/T lanes). OCTA's definition of DRMs is the length of route segments
traveled within a FG. We recomputed the average monthly DRM and reconciled the total to

.the FG DRM reported on Form FFA-10. No exceptions were noted for DR or MBDO.
However, for MBPT, we noted that there were no DRMs charged to UZA-25, even though
there were 24.4 DRMs in OCTA’s fixed guideways related to this UZA. This UZA relates to
FGs in Riverside County reported by OCTA, proposed in fiscal year 2006-07 and approved
by the Caltrans in fiscal year 2007-08. However, when the FGs were in the "proposed"
stage, they were categorized with an OC UZA (UZA 2), instead of the UZA for Riverside
County, UZA 25. Since this is how it was initially proposed to CalTrans in the prior fiscal
year, this is how it was set up in the NTD. Currently, OCTA is unable to allocate any DRMs
to UZA 25 until itis reviewed and approved by the NTD. In total, 24.4 miles within UZA 25
are currently being reported in UZA 2.

-10 -
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g. Measure FG DRM from maps or by retracing route.

Results: We measured the FG DRM from maps without exception.

r.  Discussed with the person reporting the NTD data whether other public transit agencies
operate service over the same FG as OCTA. If yes, determine that OCTA coordinated with
the other transit agency(ies) such that the DRM for the segment of the FG are reported only
once to the NTD on Form FFA-10. Each transit agency should report the actual VRM, PM
and operating expense for the service operated over the same FG.

Results: According to OCTA personnel, the Riverside Transit Agency operates one MB
route over the same segment as a route operated by OCTA. According to the agreement

between the two entities, OCTA is responsible for reporting this segment’s information on
Form FFA-10.

s. Review the Fixed Guideway Segments Form (S-20). Discuss the commencement date of
revenue service for each FG segment with the person reporting the NTD data and
determine that the date is reported as when revenue service began. This is the opening
date of revenue service, even though the transit agency may not have been the original
operator. Review the form in Internet Reporting and determine that the information has
been properly entered. There should be a date for segments putinto revenue service on or
after September 30, 1999. If the segments opened earlier, the date may be left blank
indicating segments older than seven years. However, if a date was entered in the prior
report year, it should not be removed. Segments are summarized by like characteristics.
Note that for apportionment purposes under the Capital Program for Fixed Guideway
Modernization, the 7-year age requirement for FG segments is based on the report year
when the segment is first reported for the first time in the current report year. Even if a
transit agency can document a revenue service start date prior to the current NTD report
year, FTA will only consider segments continuously reported to NTD.

Results: Per our review of the NTD report, we noted that there were no DRMs charged to
UZA-25. This UZA relates to FGs in Riverside County reported by OCTA, proposed in
Fiscal Year 2006-07 and approved by Caltrans in FY 2007-08. However, when the FGs
were in the "proposed" stage, they were assigned to an existing UZA (UZA 2), instead of
the UZA for Riverside County, UZA 25. Per OCTA’s Operations Analysis Department
personnel, the NTD-database does not allow the processor to add or change UZA'’s, and it
is currently not possible to properly allocate miles to this UZA.

-11 -
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t. Compare operating expenses with audited financial data, after reconciling items are
removed.

Results: The operating expenses as reported on the Operating Expenses Summary Form

(F-40) of the NTD Report agreed to the audited financial statements of OCTA without
exception.

u. If the transit agency purchases transportation services, interview the personnel reporting
the NTD data regarding the amount of purchased transportation (PT) generated fare

revenues. The PT fare revenues should equal the amount reported on the Contractual
Relationship Form (B-30) of the NTD Report.

Results: OCTA purchased transportation services from South County Senior Services,
North Orange County Yellow Cab, OCARC Western Transit, VPSI, Inc., Enterprise
Rideshare, Midway Rideshare, American Logistics, Acacia Adult Day Services, Alzheimers
Family Services and Veolia Transportation Services for the period July 1, 2007 through
June 30, 2008 PT fare revenues, as reported on Form B-30, agreed to amounts reported in
the audited financial statements of OCTA.

v. If OCTA’s report contains data for PT services and assurances of the data for those

services are not included, obtain a copy of the Independent Auditor Statement for Federal
Funding Allocation data of the PT service.

Results: PT services are included as part of OCTA's NTD report. As such, they are
included in the scope of these agreed-upon procedures.

w. If the transit agency purchases transportation services, obtain a copy of the PT contract and
determine that the contract: (1) specifies the specific public transportation services to be
provided; (2) specifies the monetary consideration obligated by OCTA; (3) specifies the
period covered by the contract and that this period is the same as, or a portion of, the
period covered by OCTA’s NTD report; and (4) is signed by representatives of both parties
to the contract. Interview the person responsible for maintaining the NTD data regarding
the retention of the executed contract, and determine that copies of the contracts are
retained for three years.

Results: We obtained and reviewed the PT contracts and noted that they contained all of
the four required elements noted in the procedure.

-12-
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X.

if OCTA provides services in more than one UZA, or between an UZA and a non-UZA,
inquire of the person responsible for maintaining the NTD data regarding the procedures for
allocation of statistics between UZAs and non-UZAs. Obtain and review the FG segment
worksheets, route maps, and UZA boundaries used for allocating the statistics, and
determine that the stated procedure is followed and that the computations are correct.

Results: OCTA provides service in more than one UZA. OCTA also provides services

between UZA and non-UZA areas. Statistics are allocated in accordance with the
Reporting Manual guidelines.

Compare the data reported on Form FFA-10 to comparable data for the prior report year
and calculate the percentage change from the prior year to the current year. For actual
VRM, PM or operating expense data that have increased or decreased by more than 10%,
or FG DRM data that have increased or decreased by more than 1%, interview OCTA

management regarding the specifics of operations that led to the increases or decreases in
the data relative to the prior reporting period.

Results: We performed the above procedure and noted the following:

¢« An 11.00% increase in VRM was noted, as well as a 10.67% increase in operating
expenses for DRPT. Per management, in addition to service growth, OCTA is
reporting what is now termed as "supported service" during fiscal year 2007-08.
This data was excluded last year based on interpretation and instructions provided
by OCTA’s NTD analyst. However, it was added back this year based on changes

in reporting that allow the reporting of "supported service" in the 2008 NTD
Reporting Manual.

e An 11.04% increase was noted in VRM for MBDO. Per management, this increase
is attributed to a weekday-only express route which began operations on
September 11, 2006, 48 days after the start of the 2007 fiscal year. This year's
increase partly represents the first full-year of VRM related to this route.

e A20.37%increase in PMfor MBPT. Per management, inter-county express routes
are increasing in ridership (up 12.5% since last fiscal year). The increase in
ridership combined with the longer trip lengths of inter-county express routes results
in an increase of average frip lengths. The higher productivity (more riders and

longer trip distances) of these routes has a direct effect on the total passenger
miles.

-13-
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This report is intended solely for the information and use of the Board of Directors, management of

OCTA and its federal awarding agencies and is not intended to be and should not be used by
anyone other than these specified parties. -

H\Wr bl A B

trvine, California
November 14, 2008
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INDEPENDENT ACCOUNTANTS’ REPORT
ON AGREED-UPON PROCEDURES PERFORMED
WITH RESPECT TO THE TREASURY DEPARTMENT

We have performed the procedures enumerated below which were agreed to by the Orange
County Transportation Authority (OCTA) solely to assist you with respect to your evaluation of
selected internal controls within the Treasury Department for the year ended June 30, 2008.
OCTA management is responsible for the internal controls within the Treasury Department.
This agreed-upon procedures engagement was performed in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of OCTA. Consequently, we make
no representations regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

Our procedures and findings are as follows:
1. We obtained and reviewed the following:
a. OCTA’s most recent Debt and Investment Management Manual;

b. An organization chart for the Treasury Department, including any Treasury
functions performed by individuals outside the Treasury Department; and

c. OCTA Internal Audit Reviews relating to the Treasury function.

Results: We noted that Internal Audit identified one issue during their review of the
Treasury Function for the period July 1 through December 31, 2007. This was
documented in Internal Audit Report No. 08-012. The book value of investments for
Fidelity Funds Treasury | and Milestone Funds Treasury Obligations were understated
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in the Portfolio Listing of the Fourth Quarter Debt and Investment Report by $102,836
and $76,318 respectively. The differences arose due to interest balances in these
accounts and represent 0.017% of the portfolio.

2. We identified the names of the personnel in each Treasury Department position and
documented the responsibilities of each position.
Results: No exceptions were noted.
3. We obtained and documented information on investments managed by the Treasury
Department including:
a. Amount, custodian and type of security for each investment; and

b. Investments managed in-house by the Treasury Department versus those
managed outside of the Treasury Department.

Results: No exceptions were noted.

4. We documented an understanding of Treasury Department operations, including
policies and procedures, personnel performing procedures and documentation
produced and maintained.

Results: No exceptions were noted.

5. We inquired whether there have been any changes in Treasury policies and
procedures, organization or function, as a result of any prior year internal or external
audit findings and/or recommendations.

Results: There were no changes in Treasury policies and procedures, organization or
function during the fiscal year ended June 30, 2008. No exceptions were noted.

6. We documented an understanding of the established internal control procedures over

the Treasury Department and determined whether these procedures provided for:

a. Transactions that are clearly documented and the documentation is readily
available for examination;

b. Transactions that are promptly recorded and properly classified;
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¢. Transactions that are authorized and executed only by persons acting within the
scope of their authority;

d. Key duties and responsibilities in authorizing, processing, recording and
reviewing transactions are segregated,;

e. Qualified and continuous supervision is provided to ensure that internal control
objectives are achieved;

f. Access to resources and records is limited to authorized individuals and
accountability for custody of resources is assigned and maintained; and

g. Periodic reconciliation of investments between the custodian statements and the
general ledger.

Results: No exceptions were noted.

7. We reviewed the Investment Policy to determine whether it was in compliance with
California Government Code provisions.
Results: No exceptions were noted.

8. We inquired and observed whether adequate system controls were in place to

appropriately limit the access to cash and investment information and to protect OCTA’s
assets.

Results: No exceptions were noted.
9. We determined whether the Investment Policy was provided to external investment
~ managers on an annual basis. In addition, we determined whether each investment

manager certified as to receipt of the Investment Policy with a statement agreeing to
abide by its terms.

Results: No exceptions were noted.
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10. We obtained and reviewed documentation to determine whether monthly investment

11.

12.

manager monitoring reviews were conducted in accordance with the Treasury
Department'’s policies and procedures.

Results: No exceptions were noted.
We determined whether authorization letters (and changes to them) to investment
managers, brokers, banks and custodians were jointly authorized in writing by the
Treasurer and another individual authorized per the Debt and Investment Management
Manual. In addition, we ensured the letters included the following:

a. OCTA staff authorized to make investments;

b. Custody instructions; and

¢. Instructions for money and security transfers.
Results: Our procedures revealed that there was a change in the Deputy CEO position
effective March 2007. As such, investment manager authorization letters should have
been sent at that time. Revised letters reflecting the change in this position were sent

on September 17° 2008, eighteen months after the change occurred.

We randomly selected a sample of five days during the fiscal year ended June 30, 2008
and reviewed the investments purchased on those days to determine that:

a. The investments were in compliance with the Investment Policy;
b. The Treasury Department's policies and procedures were followed:;
c. The investments were properly recorded; and

d. Any investment earnings on matured investments were calculated and recorded
correctly.

Results: No exceptions were noted.

13. We randomly selected a sample of five days during the fiscal year ended June 30, 2008

and reviewed the investment holdings by the external investment managers to
determine whether they were monitored by Treasury Department personnel and were in
compliance with the Investment Policy. Specifically:

a. We obtained the holdings list for each external manager for each day selected;
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b. We verified that the holdings list showed evidence of review by the Treasury
Department;

c. We reviewed the holdings list to determine whether the external investment
manager complied with Investment Policy limits and diversification guidelines;
and

d. We determined whether any instances of noncompliance were identified and
corrected by the Treasury Department and that probationary procedures were
followed.

Results: No exceptions or instances of noncompliance were noted.

14. We randomly selected three monthly bank reconciliations during the fiscal year ended
June 30, 2008 and performed the following:

a. We traced general ledger balances and bank balances to supporting
documentation;

b. We determined whether the reconciliations were completed within thirty days
after the end of the month;

c. We determined whether any discrepancies were reported and resolved;

d. We determined whether reconciliations and resolution of discrepancies were
reviewed and approved by an official who was not responsible for recording
receipts and disbursements; and

e. We determined whether the bank statements were mailed directly to the
Accounting Department.

Results: The February 2008 bank reconciliations for the Bank of the West payroll
account identified unreconciled variances totaling $1,124.18. Per the Accounting
Department’s policy regarding bank reconciliation variances, individual differences that
are the lesser of 0.5% of the account balance, or $10,000, are not considered material
and therefore are not reconciled. According to the policy, many of these variances are
timing differences between the various bank accounts used by OCTA and generally
clear themseives the following month. If the variance remains for three consecutive
months, it is written off.

15. We randomly selected three monthly investment account reconciliations and reviewed
the supporting documentation to determine whether:
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16.

17.

18.

a. Reconciliations were completed in a timely and thorough manner by someone
who was not responsible for recording receipts and disbursements;

b. Discrepancies were identified and resolved:;

c. Reconciliations and the resolution of discrepancies were reviewed by an official
who was not responsible for recording investment transactions; and

d. Investment statements were mailed directly to the Accounting Department,
which does not have the ability to record investment transactions.

Results: No exceptions were noted.

We documented the Treasury Department's cash forecasting methodologies and
reviewed it for reasonableness.

Results: No exceptions were noted.

We documented the procedures for reviewing corporate security ratings and
determined whether the procedures were adequate to ensure timely identification of
downgrades and credit watch placements.

Results: No exceptions were noted.

We reviewed minutes of both the Board of Directors and the Finance and
Administration Committee, inquired with Treasury Department personnel and reviewed
other supporting documentation to determine whether the following required oversight

activities took place:

a. The Finance and Administration Committee reviewed investments on a monthly
basis;

b. The Board of Directors reviewed investments on a quarterly basis;

c. The Board of Directors reviewed and approved the Investment Policy and
amendments made during the fiscal year ended June 30, 2008;

d. The Internal Audit Department performed system and performance reviews to
evaluate debt and investment activity and management; and

e. The funds management team met on a weekly basis.
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Results: We selected four weeks during the period July 1 2007 through June 30, 2008,
and requested the weekly Treasury Meeting Review Minutes. The Treasury
Department was not able to locate the weekly reports for the week of April 7, 2008.
Other than this instance, no exceptions were noted.

We were not engaged to, and did not, conduct an audit of OCTA's Treasury Department or
investments, the objective of which would be the expression of an opinion on the elements,
accounts, or items specified above. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would
have been reported to you.

This report is intended solely for the information and use of the Board of Directors and
management of OCTA and is not intended to be and should not be used by anyone other than
this specified party.

llogm Abl— |

Irvine, California
November 14, 2008
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In planning and performing our audit of the financial statements of the Orange County
Transportation Authority (OCTA) as of and for the year ended June 30, 2008, in accordance
with auditing standards generally accepted in the United States of America, we considered
OCTA'’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of OCTA's internal control.
Accordingly, we do not express an opinion on the effectiveness of OCTA’s internal control.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects OCTA’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of OCTA's financial statements that is more than inconsequential will not be
prevented or detected by OCTA's internal control. Matters conforming to this definition are
identified below.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by OCTA's internal control. Our consideration of
internal control was for the limited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses.

(1) Need to Strengthen Controls of Third-Party Contractor

OCTA uutilizes a third-party contractor (contractor) to manage and oversee the State
Route 91 Toll Road (Toll Road) revenue cycle. The information systems of the
contractor are significant to the financial information of OCTA. As such, we reviewed
the information systems of the contractor to ensure that controls were designed and
implemented to mitigate risk of loss of OCTA assets. During this review, we noted the
following issues:
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(1) Need to Strengthen Controls of Third-Party Contractor (Continued)

e Tape backups of all files, including master files, transactions files, application
programs, systems software, and database software that support Toll Road
operations, are currently stored on-site at the third-party contractor's office. The
contractor has elected to maintain tape backups onsite based on current
business concerns. Industry best practice recommends using a backup storage
site that is geographically removed from the primary site. In the event of a
catastrophic event at the main office location, information would be lost without
a means for recovery.

e The system used to track customer account and vehicle information has
password controls that are limited to a minimum of 6 characters, with no
complexity requirements or user lockout after a certain number of unsuccessful
log-in attempts. Effective password complexity controls were not considered

during system implementation. Controls recommended by industry best
practice include:

a. Alphanumeric passwords;

b. Required password change interval; and

c. Locking user accounts after a maximum number of incorrect password
attempts.

Without effective password controls, an unauthorized user could employ various
forms of password hacking tools to access the system.

e The process to remove terminated employees from systems is manual and not
synchronized to a master employee database. In addition, of the 5 terminated
users sampled, one user was not removed from the active directory network in a
timely manner. Industry best practice suggests removing user access to
systems immediately following termination. Untimely removal of users’ access
after termination provides employees an opportunity to sabotage or otherwise
impair entity operations or assets.

The aggregate effect of these weaknesses in information systems controls increases
the likelihood of theft, loss or misuse of OCTA assets.

Recommendation

We recommend that the third-party contractor be required to establish procedures to

strengthen internal controls in the information systems associated with the OCTA
contract.
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Need to Strengthen Controls of Third-Party Contractor (Continued)

Management’s Responses

Staff agrees with the auditors’ recommendation regarding backup tapes. The
Authority’s operator, Cofiroute USA (Cofiroute), had been maintaining backup tapes at
the Anaheim Office for research purposes related to ongoing litigation against the
Authority. However, all backup tapes have now been stored at a secure, offsite
location with Iron Mountain.

Staff agrees with the auditors’ recommendation regarding password controls. For
Cofiroute employees to access the system used to track customer account and vehicle
information, TollPro, requires the user to first login to the domain. Cofiroute controls
access to the domain. The password complexity for the domain is as follows:

a. The password cannot contain all or part of the user’s account name
b. The password must be at least seven characters in length
¢. The password must contain characters from three of the following four
categories:
o English uppercase characters (A through Z)
o English lowercase characters ( a through z)
e Base 10 digits (0 through 9)
¢ Non-alphanumeric characters (&, $, #, %, etc.)
d. The user is automatically logged off if the domain is not accessed for
10 minutes
e. After five invalid logon attempts, the account will be locked out.

Once the domain is accessed, the user must then enter a TollPro password. The
TollPro system currently does not have the password complexity requirements
identified above with the Cofiroute login procedures. The system developer of TollPro,
Northern Lakes Data Corporation, will be modifying the password complexity to match
industry best practices.

Staff agrees with the auditors’ recommendation of removing user access to systems
immediately following termination. Cofiroute’s practice is to remove employees by the
end of the following business day for terminated employees. In the example cited in
the finding, an employee was terminated on the Friday prior to the Thanksgiving week
of 2007. The Human Resources employee responsible for removing terminated
employees was on vacation during that week. Therefore, the terminated employee was
not removed from the system until the following Monday, ten days after the day of
termination. Cofiroute will implement a policy to ensure all terminated employees are
removed by the close of the following business day.
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(2)

Need to Strengthen Controls of Third-Party Contractor (Continued)

Cofiroute is an independent contractor responsible for managing 91 Express Lanes
operations for the Authority. The TollPro system that is used to track customer account
and vehicle information is a proprietary system developed and maintained by Northern
Lakes Data Corporation and is not connected to the Cofiroute management system or
Human Resources records. Cofiroute maintains Human Resources data at its
corporate office in Irvine. TollPro and Cofiroute systems are completely independent
and not technically compatible. Cofiroute does not permit access of the TollPro system
from computers other than those owned by the 91 Express Lanes. Cofiroute
employees can only access TollPro through a Cofiroute controlled computer and
domain.

Internal Controls over the Combined Transportation Funding Program

During our search for unrecorded liabilities, we noted two cash disbursements related
to Combined Transportation Funding Program (CTFP) Agreements between OCTA and
the City of Anaheim (City) that should have been accrued as of June 30, 2008.

According to Project Delivery Department personnel, the cash disbursements were not
issued to the City during fiscal year 2007-08 as the required documentation was
furnished to OCTA subsequent to year-end. However, all of the supporting
documentation submitted to OCTA was dated January 2008. As a result, the
Accounting Department posted an adjustment for $6,375,355 to accrue this liability as
of June 30, 2008. -

Recommendation

We recommend that the Project Delivery Department ensure proper documentation is
maintained regarding any withholding or delay of payments resulting from lack of
documentation provided by the entity awarded CTFP funds.

Management’s Response

Staff is currently developing an electronic tracking system that will facilitate the audit
recommendation. This effort was in process prior to the audit report. Once completed,
the system will provide an electronic log of invoice issues, missing documentation,
correspondence with the cities, and track the dates missing documentation is both
requested and received.
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(3)

(4)

Communication of Financial Information to the Appropriate Department

During our review of fund balances, we noted one instance where revenues related to
cooperative agreements entered into by OCTA were improperly accrued in prior years
and had to be adjusted in the current year. The amount of the prior year adjustment
was $4,114,302. The primary cause of this was lack of communication of changes in
cooperative agreements by Project Managers to the Financial Planning and Analysis
Department (FP&A) or the Accounting Department. The cooperative agreement
changes and amendments appear to involve OCTA’s Planning Department, which does
not always communicate amendments to agreements to FP&A and Accounting.

Recommendation

We recommend OCTA establish procedures or protocols to ensure that all information
of a financial nature is communicated to the FP&A Department or Accounting
Department, as appropriate.

Management’s Response

This was a unique situation that is unlikely to be repeated. The original cooperative
agreement with Caltrans referred to the ‘“latest revision” of a standard funding
agreement as the appropriate documentation for the subject funding amount. This
funding agreement was revised a couple of times, but a change to the document did
not require the original cooperative agreement to be amended. If an amendment were
to be made to the agreement, it would have been transmitted to FP&A by the Contracts
Administration and Material Management (CAMM) Department. This was an unusual
structure for a cooperative agreement that is unlikely to be repeated. The normal
processing and transmittal of agreements and amendments by CAMM should provide
the required financial information needed by FP&A.

Need to Establish a Policy on Misconduct

OCTA does not currently have a written policy on misconduct. An effective method of
communicating” and reinforcing an antifraud culture within an organization is through
the development of a policy on misconduct. A misconduct policy communicates to all
employees the organizational position and policy on matters such as the following:

» Risks that the organization faces from fraud, abuse and other forms of
misconduct;

o Effect of the Code of Conduct;

» Definitions of misconduct, including fraud and abuse;
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(4)

(5)

Need to Establish a Policy on Misconduct {(Continued)

« Employee’s responsibility to report suspected misconduct (including an
established reporting mechanism, such as a member of the Board of Directors,
a consultant or advisor, hotline service, etc.);

« Organizational responsibility to investigate; and
« Disciplinary action for violations

Best practice suggests that a misconduct policy and its annual reaffirmation by
employees will greatly strengthen internal controls to prevent the occurrence of fraud
and abuse. The policy should be acknowledged and signed by each employee upon
hire and on an annual basis as evidence of their affirmation that they understand the
policy and have complied with its provisions. This condition was also reported for the
year ended June 30, 2007 in our communication dated October 31, 2007.

Recommendation

OCTA should develop and implement a policy on misconduct. Once developed, the
policy should be acknowledged and signed by each employee on an annual basis as
evidence of their affirmation that they understand the policy and have complied with its
provisions.

Management’s Response

Management will develop and implement a policy on misconduct; each new hire will be
asked to acknowledge and sign the policy upon starting work at OCTA.

Need to Adhere to Buy America Requirements

OCTA's rolling stock procurement documentation did not meet the Post-Delivery
Procurement Audit requirements per the Federal Transit Administration (FTA) Buy
America Handbook. According to Section 3 of the Buy America Handbook, purchases
of 10 buses or more must have the resident inspector complete a final manufacturing
report, which should include any information that supports or refutes claims made by
the manufacturer concerning its capabilities or the bus specifications. For buses
manufactured in multiple stages (such as body-on-chassis buses), the resident
inspector is required to visit the final-stage manufacturer’s final assembly location only.

Once completed, the Post-Delivery Purchaser's Requirement Certification is made and
filed.



Finance and Administration Committee
Orange County Transportation Authority
Orange, California

(5)

Need to Adhere to Buy America Requirements, (Continued)

OCTA provided the sign-off of contract completion as proof of the post-delivery review
for the rolling stock purchases reviewed. However, the documentation does not
provide sufficient evidence that OCTA verified that the Buy America information had not
materially changed from the pre-award stage to the completed manufacturing stage.
This condition was also reported for the year ended June 30, 2007 in our
communication dated October 31, 2007.

Recommendation

We recommend that OCTA adhere to the Buy America requirements and ensure that
all documentation is contained in the procurement files to support OCTA’s compliance.

Management Response

The OCTA Transit Division Maintenance Department inspectors will follow the Buy
America guideline as done last year. OCTA will insure that contract administration has
the necessary paperwork on file for the closing of contracts for the post filings.

In addition, we observed the following other matters, which were not deemed to be significant
deficiencies or material weaknesses, and offer these comments and suggestions:

(6)

Segregation of Duties in the Payroll Process

Two individuals who have the ability to prepare and transmit the positive pay file to the
bank for payroll are System Administrators in the Information Technology Department.
These individuals were identified in the Lawson payroll system as “ADMIN” security
class and had access to all Lawson forms and programs. As a result, there is an
increased risk that these individuals could make unauthorized pay rate changes to the
system without it being detected by management.

Recommendation

No recommendation is warranted. In May 2008, OCTA upgraded its Lawson
application. As a result, the security plan was changed from the initial implementation
package and the access for the two individuals was limited to specific functions based
on job duties.
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(8)

Setting up New Vendors in Accounts Payable Module

The Accounts Payable Supervisor and two Accounts Payable Technicians have access
to create and edit vendors in the Integrated Financial and Administrative Solution
(IFAS) accounts payable module. To mitigate the risk of unauthorized payments being
issued, individuals responsible for processing cash disbursements should not be able
to create and edit vendor information.

Recommendation

No recommendation is warranted. In June 2008, the Accounting Department
reassigned the responsibility of creating and editing vendor information to an individual
who is not responsible for processing cash disbursements and restricted the access for
the Accounts Payable Technicians so they are not able to create or edit vendors in the
system. In addition, the Accounts Payable Supervisor currently reviews a report
generated by IFAS that identifies all new vendors created during each accounts
payable check run. -

Need to Establish a Formal Change Management Process

There was no documented change management process in place for most of the year
ended June 30, 2008. Change management is the process of documenting changes to
computer applications, from the time a request for a change is made through the time
in which the change is placed into the production environment. The following specific
conditions were noted during our review of the informal change management process:

e All changes are generally initiated in the Information Systems (IS) Help Desk
System through the creation of a ticket, but are not tracked through completion.
Eventually all tickets are closed. Additionally, the Help Desk System is not
always utilized for all changes.

¢ Significant changes are handled within a project and assigned to an OCTA
project manager. The OCTA project manager may or may not create a project
plan or other tracking mechanism for IS changes.

e Changes to various systems are maintained by the various system
administrators, but the change documentation is not standardized or centralized
in one location.

A documented change management process will mitigate the risk of unauthorized
changes to hardware, applications, and systems.
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(8) Need to Establish a Formal Change Management Process (Continued)

Recommendation

OCTA developed and implemented a formal change management process. The
process documents the system development cycle of changes to hardware,
applications, and systems effective June 2008. As such, this condition has been
resolved.

OCTA’s written responses to the significant deficiencies identified in our audit are described
above. We did not audit OCTA's responses, and accordingly, we express no opinion on them.

This communication is intended solely for the information and use of management, the Board
of Directors, the Finance and Administration Committee, others within the organization, and
federal and pass-through awarding agencies and is not intended to be and should not be used
by anyone other than these specified parties.

’/l‘"r* LLM., Lo BC

Irvine, California
October 24, 2008
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
AND THE TRANSPORTATION DEVELOPMENT ACT

We have audited the financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Orange
County Transportation Authority (OCTA), as of and for the year ended June 30, 2008, which
collectively comprise OCTA’s basic financial statements and have issued our report thereon
dated October 24, 2008. Included in OCTA's basic financial statements is the Orange County
Transit District (OCTD), which is responsible for bus services in Orange County. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

internal Control Over Financial Reporting

in planning and performing our audit, we considered OCTA's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of OCTA's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of OCTA's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects OCTA’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generaliy
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of OCTA's financial statements that is more than inconsequential will not be
prevented or detected by OCTA's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by OCTA’s internal control.
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Our consideration of the internal contro! over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all the
deficiencies in the internal control that might be significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses, as defined above.

Compiiance and Other Matters

As part of obtaining reasonable assurance about whether OCTA's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. Our audit was further
made to determine that Transportation Development Act funds allocated to and received by
OCTD were expended in conformance with the applicable statutes, rules and regulations of the
Transportation Development Act and the allocation instructions and resolutions of OCTA as
required by Section 6667 of Title 21 of the California Code of Regulations. OCTD has chosen
to be subject to Section 99268.2 of the Transportation Development Act, which requires that
the ratio of fare revenues and local support to operating costs not be less than 24.42%,
representing OCTD’s fiscal year 1978-79 ratio. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted certain other matters we reported to the management of OCTA in a separate letter
dated October 24, 2008.

This report is intended solely for the information and use of the Board of Directors and
management of the Orange County Transportation Authority and is not intended to be and
should not be used by anyone other than these specified parties.

Ao Ul A B0

jrvine, California
October 24, 2008
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INDEPENDENT ACCOUNTANTS’ REPORT ON AGREED-UPON PROCEDURES
APPLIED TO THE ORANGE COUNTY TRANSPORTATION
AUTHORITY’S APPROPRIATIONS LIMIT WORKSHEETS

We have applied the procedures enumerated below to the appropriations limit worksheets
prepared by the Orange County Transportation Authority (OCTA) for the year ended June
30, 2008. These procedures, which were agreed to by OCTA and the League of California
Cities (as presented in the League publication entitied Article XilIB Appropriations Limitation
Uniform Guidelines), were performed solely to assist OCTA in meeting the requirements of
Section 1.5 of Article XIlIB of the California Constitution. OCTA’s management is
responsible for maintaining the appropriations limit records and its calculation.

This engagement to apply agreed-upon procedures was performed in accordance with
standards established by the American Institute of Certified Public Accountants. The
sufficiency of the procedures is solely the responsibility of the specified users of the report.
Consequently, we make no representation regarding the sufficiency of the procedures

described below either for the purpose for which this report has been requested or for any
other purpose.

The procedures performed and the results of those procedures were as follows:
1. We obtained the worksheets referred to above and compared the limit and annual
adjustment factors included in those worksheets to the limit and annual
adjustment factors that were adopted by resolution of the Board of Directors. We

also compared the population and inflation options included in the aforementioned
worksheets to those that were selected by a recorded vote.

Results:  No exceptions were noted as a result of our procedures.

2. We recaiculated the mathematical computations reflected in OCTA's worksheets.

Results:  No material exceptions were noted as a result of our procedures.
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3. We compared the current year information used to determine the current year
limit and found that it agreed to worksheets prepared by OCTA and to information
provided by the State Department of Finance.

Results:  No exceptions were noted as a result of our procedures.

4. We compared the amount of the prior year appropriations limit presented in the
worksheets to the amount adopted by the Board of Directors for the prior year.

Results: No exceptions were noted as a result of our procedures.

We were not engaged to, and did not; perform an audit, the objective of which would be the
expression of an opinion on the worksheets referred to above. Accordingly, we do not
express such an opinion. Had we performed additional procedures, other matters might
have come to our attention that would have been reported to you. No procedures have been
performed with respect to the determination of the appropriation limit for-the base year, as

defined by the League publication entitled Article XIlIB Appropriations Limitation Uniform
Guidelines.

This report is intended solely for the use of the Board of Directors and the management of
OCTA and should not be used by those who have not agreed to the procedures and taken
responsibility for the sufficiency of the procedures for their own purpose. However, this
report is a matter of public record and its distribution is not limited.

A i A 0

Irvine, California
October 31, 2008
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The Board of Directors

Orange County Local Transportation Authority
Orange, California

INDEPENDENT ACCOUNTANTS’ REPORT ON AGREED-UPON PROCEDURES
APPLIED TO THE ORANGE COUNTY LOCAL TRANSPORTATION
AUTHORITY’S APPROPRIATIONS LIMIT WORKSHEETS

We have applied the procedures enumerated below to the appropriations limit worksheets
prepared by the Orange County Local Transportation Authority (OCLTA) for the year ended
June 30, 2008. These procedures, which were agreed to by OCLTA and the League of
California Cities (as presented in the League publication entitled Article XI1I1B Appropriations
Limitation Uniform Guidelines), were performed solely to assist OCLTA in meeting the
requirements of Section 1.5 of Article XIHlIB of the California Constitution. OCLTA’'s

management is responsible for maintaining the appropriations limit records and its
calculation.

This engagement to apply agreed-upon procedures was performed in accordance with
standards established by the American Institute of Certified Public Accountants. The
sufficiency of the procedures is solely the responsibility of the specified users of the report.
Consequently, we make no representation regarding the sufficiency of the procedures

described below either for the purpose for which this report has been requested or for any
other purpose.

The procedures performed and the results of those procedures were as follows:

1. We obtained the worksheets referred to above and compared the limit and annual
adjustment factors included in those worksheets to the limit and annual
adjustment factors that were adopted by resolution of the Board of Directors. We
also compared the population and inflation options included in the aforementioned
worksheets to those that were selected by a recorded vote.

Results:  No exceptions were noted as a result of our procedures.

2. We recalculated the mathematical computations reflected in OCLTA’s
worksheets.

Results: No material exceptions were noted as a result of our procedures.
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3. We compared the current year information used to determine the current year
imit and found that it agreed to worksheets prepared by OCLTA and to
information provided by the State Department of Finance.

Results: No exceptions were noted as a result of our procedures.

4. We compared the amount of the prior year appropriations limit presented in the
worksheets to the amount adopted by the Board of Directors for the prior year.

Resuits: No exceptions were noted as a result of our procedures.

We were not engaged to, and did not; perform an audit, the objective of which wouid be the
expression of an opinion on the worksheets referred to above. Accordingly, we do not
express such an opinion. Had we performed additional procedures, other matters might
have come to our attention that would have been reported to you. No procedures have been.
performed with respect to the determination of the appropriation limit for the base year, as

defined by the League publication entitied Article XIIIB Appropriations Limitation Uniform
Guidelines.

This report is intended solely for the use of the Board of Directors and the management of
OCLTA and should not be used by those who have not agreed to the procedures and taken
responsibility for the sufficiency of the procedures for their own purpose. However, this
report is a matter of public record and its distribution is not limited.

r/\% ‘A—-M—— A\Q‘“ e

Irvine, California
October 31, 2008
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Board of Directors

Orange County Transportation Authority
Orange, California

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of the Local Transportation Fund, a
special revenue fund of the Orange County Transportation Authority (OCTA), as of and for the
year ended June 30, 2008, as listed in the table of contents. These financial statements are

the responsibility of OCTA’s management. Our responsibility is to express an opinion on these
financial statements based on our audit. ‘

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptrolier General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. ‘An audit
also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

As discussed in Note 2, the financial statements present only the Local Transportation Fund of
OCTA and do not purport to, and do not, present fairly the financial position of OCTA as of
June 30, 2008, and the change in financial position for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Local Transportation Fund of OCTA as of June 30, 2008, and the

change in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 24, 2008, on our consideration of OCTA’s internal control over financial reporting for
the Local Transportation Fund and on our tests of its compliance with certain provisions of
laws, regulations, contracts, grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over financial
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reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our

audit.
g A G e

trvine, California
October 24, 2008



ORANGE COUNTY TRANSPORTATION AUTHORITY

Local Transportation Fund

Balance Sheet

June 30, 2008

Assets
Cash and investments
Interest receivable
Due from other governments (note 4)

Total assets

‘Liabilities and Fund Balance

Liabilities:
Due to other governments
Fund Balance:

Reserved for:
Transportation programs

Total liabilities and fund balance

See Notes to Financial Statements

-3-

$ 2,535,012
17,734
3,872,100

$ 6,424 846

$ 296

6,424,550

$ 6,424,846



ORANGE COUNTY TRANSPORTATION AUTHORITY
Local Transportation Fund

Statement of Revenues, Expenditures and Change in Fund Balance

Year Ended June 30, 2008

Revenues:
Local transportation sales tax allocations $106,890,691
investment income 165,537
Total revenues _ 107,056,228
Expenditures:
Supplies and services 1,683,609
Contributions to other agencies v 3,333,497
Total expenditures 5,017,106
Excess of revenues over expenditures 102,039,122

Other financing uses:

Transfers out (note 5) (103,302,541)
Net change in fund balance | (1,263,419) -
Fund balance at beginning of year 7,687,969
Fund bal‘ance at end of year | | $ 6,424,550

See Notes to Financial Statements

-4-



ORANGE COUNTY TRANSPORTATION AUTHORITY
Local Transportation Fund

Statement of Revenues, Expenditures and Change in Fund Balance -
Budget and Actual (Budgetary Basis)

Year Ended June 30, 2008

Variance with

_ Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues; .
Local transportation sales tax allocations $ 120,741,248 120,741,248 106,890,691 (13,850,557)
Investment income 431,000 431,000 165,537 (265,463)
Total revenues 121,172,248 121,172,248 107,056,228  (14,116,020)
Expenditures: ‘
Supplies and services 1,614,404 1,514,404 1,683,609 (169,205)
Contributions to other agencies 2,869,295 2,869,295 3,333,497 (464,202)
Total expenditures 4,383,699 4,383,699 5,017,106 (633,407)
Excess (deficiency) of revenues 116,788,549 116,788,549 102,039,122 (14,749,427)
over (under) expenditures
Other financing uses: '

Transfers out (note 5) (116,551,958) (116,551,958) (103,302,541) 13,249 417
Net change in fund balance 236,591 236,591 (1,263,419) (1,500,010)
Fund balance at beginning of year 7,687,969 7,687,969 7,687,969 -
Fund balance (deficit) at end of year $ 7,924 560 7,924,560 6,424,550 (1,500,010)

See Notes to Financial Statements

-5-
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ORANGE COUNTY TRANSPORTATION AUTHORITY
Local Transportation Fund

Notes to Financial Statements
Year Ended June 30, 2008

General Information

Reporting Entity

The accompanying financial statements are intended to refiect the financial position and
results of operations for the Local Transportation Fund (LTF) only. The LTF is a special
revenue fund of the Orange County Transportation Authority (OCTA). This fund is used

to account for revenues received and expenditures made for certain transit projects
within Orange County.

The LTF was created by the Transportation Development Act (TDA) for specific
transportation purposes. Revenues to the LTF are derived from the % cent of the 7 V4
cent retail sales tax collected statewide. The % cent is returned by the State Board of

Equalization (SBOE) to each county according to the amount of tax collected in that
county.

The Orange County Transit District (OCTD) of OCTA is a transit operator and OCTA is
the regional Transportation Planning Agency (TPA) for the County of Orange, California
(County). Annually, the TPA determines each area’s apportionment of LTF revenues.
Generally, County LTF revenues are apportioned by population to areas within the
County. Where there is a transit operator, separate apportionments are made to areas
within and outside the district. Once funds are apportioned, they are only available for
allocation to claimants in that area. Payments from the LTF are made by the County
Auditor-Controller in accordance with allocation instructions issued by OCTA.

Article 3 of the TDA stipulates that, based on the County’s population of more than
500,000, OCTA is eligible to and receives LTF revenues solely for claims for the
following, which are allocated in specific priority order: administration, planning and
programming; Section 99234 of Article 3, which are claims for pedestrian and bicycle
facilities; and Article 4.5, which are claims for community transit services.

Diversion of TDA Funding

In September 1995, as a result of and to assist the County of Orange in recovering from
its December 1994 bankruptcy, the California State Legislature adopted legislation
diverting $38 million annually to the County from OCTA's TDA sales tax revenue. In
return, $23 million in annual County gasoline tax revenue is being diverted to OCTA.
Diversion from OCTA of the TDA revenue began on July 1, 1996, for a 15-year period.

Diversion to OCTA of the gasoline tax revenue began on July 1, 1997, for a 16-year
period. _
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ORANGE COUNTY TRANSPORTATION AUTHORITY
Local Transportation Fund

Notes to Financial Statements
(Continued)

Summary of Significant Accounting Policies

The accounting policies of the LTF are in conformity with generally accepted accounting -
principles applicable to governmental units. The Governmental Accounting Standards

Board (GASB) is the accepted standard-setting body for establishing accounting and
financial reporting principles.

Fund Accounting

The LTF activities and transactions are recorded and accounted for in a special
revenue fund within OCTA. Special revenue funds are used to account for the
proceeds of specific revenue sources that are usually required by law or administrative
regulation to be accounted for in separate funds. A fund is defined as an independent
fiscal and accounting entity wherein operations are accounted for in a separate set of
self-balancing accounts that record resources, related liabilities, reserves and equities
segregated for the purpose of carrying out specific activities or attaining certain
objectives in accordance with special regulations, restrictions, or limitations. The
financial statements are intended to present the financial position and changes in
financial position of LTF only, and are not intended to present, and do not present, the
financial position and changes in financial position of OCTA.

Baéis of Accounting

The LTF financial statements have been prepared on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are susceptible
to accrual when they become both measurable and available. Measurable means that
amounts can be estimated or otherwise determined. Available means collectible within
the current period or soon enough thereafter to be used to pay liabilities of the current
period. Revenues are considered available if they are collected within 180 days after
year-end. Expenditures are recorded when a liability is incurred. Liabilities are

considered current when they are normally expected to be liquidated with available
financial resources.

Cash and Investments

The LTF maintains its deposits in the Orange County Investment Pool (OCIP), as
required by State statute. Oversight of the OCIP is conducted by the County Treasury
Oversight Committee. The fair value of the position in the pool is the same as the value
of the pool shares. Investment income earned by the pooled cash and investments in
the OCIP is allocated to LTF based on LTF’s average cash and investment balance.

For information on GASB Statement No. 40 disclosures relating to LTF's deposits in the
OCIP, please see OCTA’'s Comprehensive Annual Financial Report.
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ORANGE COUNTY TRANSPORTATION AUTHORITY
Local Transportation Fund

Notes to Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

Use of Estimates

The preparation of the financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that

affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.

Budgetary Data

The LTF maintains accounting control through formal adoption of an annual operating
budget. The operating budget is prepared in conformity with accounting principles
generally accepted in the United States. The adopted budget may be amended by the
OCTA Board of Directors (Board) to increase both appropriations and estimated
revenues as unforeseen circumstances come to management's attention. Budgeted
expenditure amounts represent original appropriations adjusted for supplemental
appropriations during the year. Division heads are authorized to approve appropriation
transfers within major objects. Major objects are defined as: Salaries and Benefits,
Supplies and Services and Capital Outlay. Supplies and Services include Contributions
to Other Local Agencies and Transfers. Appropriation transfers between major objects
require approval of the Board. Accordingly, the legal level of budgetary control, that is
the level that expenditures cannot exceed appropriations, for budgeted funds, is at the
major object level. With the exception of amounts that have been encumbered,
appropriations lapse at year end. There were no expenditures exceeding
appropriations at the major object level for the year ended June 30, 2008.

Due From Other Governments

Due from other governments of $3,872,100 represents a TDA receivable due from the
State of California.

Interfund Transfers

During the fiscal year ended June 30, 2008, the LTF transferred $96,144,003 to OCTD
for transit operations, $4,841,889 to OCTA planning and administration, and $2,316,649
to Americans with Disabilities Act (ADA) bus stops.
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Board of Directors

Orange County Transportation Authority
Orange, California

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of the State Transit Assistance Fund,
a special revenue fund of the Orange County Transportation Authority (OCTA), as of and for
the year ended June 30, 2008, as listed in the table of contents. These financial statements

are the responsibility of OCTA's management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptrolier General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

As discussed in Note 2, the financial statements present only the State Transit Assistance
Fund of OCTA and do not purport to, and do not, present fairly the financial position of OCTA
as of June 30, 2008, and the change in financial position for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the State Transit Assistance Fund of OCTA as of June 30, 2008, and
the change in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 24, 2008, on our consideration of OCTA's internal control over financial reporting for
the State Transit Assistance Fund and on our tests of its compliance with certain provisions of
laws, regulations, contracts, grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over financial



Board of Directors
Orange County Transportation Authority
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reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

fl\“’?"‘ A y’\\&w,_ Q<.

frvine, California
October 24, 2008



ORANGE COUNTY TRANSPORTATION AUTHORITY

State Transit Assistance Fund
Balance Sheet

June 30, 2008

Assets

Cash and investments
Interest receivable
Due from other governments (note 4)

Total assets

Liabilities and Fund Balance

Liabilities:
Due to other OCTA funds (note 5)
Due to other governments

Total liabilities
Fund Balancei
Reserved for:

Transportation programs

Total liabilities and fund balance

See Notes to Financial Statements

-3-

$

433,649
2,102

5,566,849

6,002,600

5,566,849

3

5,666,886

435,714

6,002,600



ORANGE COUNTY TRANSPORTATION AUTHORITY

State Transit Assistance Fund

Statement of Revenues, Expenditures and Change in Fund Balance

Year Ended June 30, 2008

Revenues:

State transit assistance sales tax allocations
Investment income

Total revenues

Expenditures:
Supplies and services
Contributions to other agencies
Total expenditures

Excess of revenues over expenditures

Other financing uses:
Transfers out (note 5)

Net change in fund balance

Fund balance at beginning of year

Fund balance at end of year

See Notes to Financial Statements

-4 -

3

17,340,595
60.325

17,400,920

1,259
239

1,498

17,399,422

(17,339,838)

59,584

376,130

$

435,714




ORANGE COUNTY TRANSPORTATION AUTHORITY
State Transit Assistance Fund

Statement of Revenues, Expenditures and Change in Fund Balance -
Budget and Actual (Budgetary Basis)

Year Ended June 30, 2008

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
State transit assistance sales
tax allocations $ 10,822,852 10,822,852 17,340,595 6,517,743
Investment income 23,713 23,713 60,325 36,612
Total revenues 10,846,565 10,846,565 17,400,920 6,554,355
Expenditures:
Supplies and services - - 1,259 (1,259)
Contributions to other agencies - - 239 (239)
Total expenditures - - 1,498 (1,498)
Excess of revenues 10,846,565 10,846,565 17,399,422 6,552,857
over expenditures
Other financing uses:

Transfers out (note 5) (10,846,565). (10,846,565) (17,339,838) (6,493,273)
Net change in fund balance - - 59,584 59,584
Fund balance at beginning of year 376,130 376,130 376,130 -
Fund balance at end of year 3 376,130 376,130 435,714 59,584

See Notes to Financial Statements

-5-
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ORANGE COUNTY TRANSPORTATION AUTHORITY
State Transit Assistance Fund

Notes to Financial Statements
Year Ended June 30, 2008

Reporting Entity

The State Transit Assistance Fund (STAF) is a special revenue fund of the Orange
County Transportation Authority (OCTA). This fund is used to account for revenues

received and expenditures made for Orange County Transit District operations and fare
assistance for seniors and disabled persons.

STAF provides a second source of Transportation Development Act (TDA) funding for
transportation planning and mass transportation purposes as specified by the State of

California Legislature. Funds for the program are derived from statewide sales tax on
gasoline and diesel fuel.

STAF funds are allocated through an appropriation to the State Controller by the
Legislature for allocation by formula to each Transportation Planning Agency (TPA).
OCTA serves as the regional TPA for the County of Orange, California (County). The
formula allocates 50 percent of the funds according to population and the remaining 50
percent according to operator revenues from the prior fiscal year. The allocations are
based on the operator’'s share of revenues compared to all of the other operators in the
State. STAF allocations are deposited in OCTA’'s STAF, which is maintained by the
Auditor-Controlier of the County of Orange, California. The alliocation must be made in a
resolution adopted by OCTA’s governing board. Payments from the STAF are made by

the County of Orange Auditor-Controller in accordance with the allocation instructions in
the allocation resolution.

STAF funds may not be aliocated to fund administration or streets and roads projects.
Operators receiving STAF funds must meet qualifying criteria based on the subsidy per
revenue vehicle hour received in the previous year taking into cons:deratlon the change
in the Consumer Price Index within the operator's region.

Summary of Significant Accounting Policies

The accounting policies of the STAF are in conformity with generally accepted
accounting principles applicable to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing
accounting and financial reporting principles for governmental units.

Fund Accounting

The STAF activities and transactions are recorded and accounted for in a special
revenue fund within OCTA. Special revenue funds are used to account for the proceeds
of specific revenue sources that are usually required by law or administrative regulation
to be accounted for in separate funds. A fund is defined as an independent fiscal and
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ORANGE COUNTY TRANSPORTATION AUTHORITY
State Transit Assistance Fund

Notes to Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

Fund Accounting (Continued)

accounting entity wherein operations of each fund are accounted for in a separate set of
self-balancing accounts that record resources, related liabilities, reserves and equities
segregated for the purpose of carrying out specific activities or attaining certain
objectives in accordance with special regulations, restrictions, or limitations. The
financial statements are intended to present the financial position and changes in
financial position of STAF only, and are not intended to present and do not present, the
financial position and changes in financial position of OCTA.

Basis of Accounting

The STAF financial statements have been prepared on the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are susceptible to
accrual when they become both measurable and available. Measurable means that
amounts can be estimated or otherwise determined. Available means coliectible within
the current period or soon enough thereafter to be used to pay liabilities of the current
period. Revenues are considered available if they are collected within 180 days after
year-end. Expenditures are recorded when a liability is incurred. Liabilities are

considered current when they are normally expected to be liquidated with available
financial resources.

Cash and Investments

The STAF maintains its deposits in the Orange County Investment Pool (OCIP), as
required by State statute. Oversight of the OCIP is conducted by the County Treasury

- Oversight Committee. The fair value of the position in the pool is the same as the value

of the pool shares. Investment income earned by the pooled cash and investments in
the OCIP is allocated to STAF based on STAF'’s average cash and investment balance.

For information on GASB Statement No. 40 disclosures relating to STAF's deposits in
the OCIP, please see OCTA’'s Comprehensive Annual Financial Report.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that

affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.
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ORANGE COUNTY TRANSPORTATION AUTHORITY
State Transit Assistance Fund

Notes to Financial Statements

(Continued)

Budgetary Data

The STAF maintains accounting control through formal adoption of an annual operating
budget. The operating budget is prepared in conformity with accounting principles
generally accepted in the United States. The adopted budget may be amended by the
OCTA Board of Directors (Board) to increase both appropriations and estimated
revenues as unforeseen circumstances come to management’s attention. Budgeted
expenditure amounts represent original appropriations adjusted for supplemental
appropriations during the year. Division heads are authorized to approve appropriation
transfers within major objects. Major objects are defined as: Salaries and Benefits,
Supplies and Services and Capital Outlay. Supplies and Services includes Contributions
to Other Local Agencies and Transfers. Appropriation transfers between major objects
require approval of the Board of Directors. Accordingly, the legal level of budgetary
control, that is the level that expenditures cannot exceed appropriations for budgeted
funds, is at the major object level. With the exception of amounts that have been
encumbered, appropriations lapse at year end.

Excess of Expenditures Over Appropriations

Expenditures exceeded appropriations for the following major objects for the year ended
June 30, 2008: -

Major Object Amount Over Budget Explanation

Contributions to other $ (239) Unbudgeted County-wide
agencies - » cost allocation charges

Supplies and services (1,259) Higher than anticipated

investment expenses

Transfers out (6,493,273) STAF received additional
revenues due to $6.5
million in excess gas tax
spillover distribution

Due From Other Governments

Due from other governments of $5,566,849 represents a TDA receivable due from the
State of California.
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ORANGE COUNTY TRANSPORTATION AUTHORITY
State Transit Assistance Fund

Notes to Financial Statements
(Continued)

Interfund Payables and Transfers

Due to other OCTA funds of $5,566,849 represents amounts payable to the Orange
County Transit District (OCTD) Enterprise Fund of OCTA for transit operations and fare
assistance for seniors and disabled persons. During the fiscal year ended June 30,
2008, the STAF transferred $17,339,838 to OCTD for transit operations and fare
assistance for seniors and disabled persons.






BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
W
From: Wendy Knowles, Clerk of the Board
Subject: Reports on the Annual Transportation Development Act Audits

for Fiscal Year 2007-08

Finance and Administration Committee meeting of January 28, 2009

Present: Directors Amante, Bates, Brown, Campbell, Green, and
Moorlach
Absent: Director Buffa

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Receive and file as an information item.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

January 28, 2009

To: Finance and Administration Committee
From: Arthur T. Leahy, Chief Executive Officer
Subject: Reports on the Annual Transportation Development Act Audits for

Fiscal Year 2007-08

Overview

Pursuant to Sections 6663 and 6751 of the California Code of Regulations,
audits of Transportation Development Act Article 3 Funds for the Pedestrian
and Bicycle Facilities Program and audits of Articles 4 and 4.5 Funds for the
Transit and Paratransit Operating and Capital Programs were conducted for
the fiscal year ended June 30, 2008, by Mayer Hoffman McCann P.C.

Recommendations
Receive and file as an information item.
Background

The Transportation Development Act (TDA) provides, as a source of funding
for public transportation, the Local Transportation Fund (LTF), which came into
existence in 1972. LTF revenues are derived from a quarter-cent of retail sales
taxes. The quarter-cent is returned by the State Board of Equalization to each
county according to the amount of tax collected in that county.

On July 1, 1988, a predecessor agency to the Orange County Transportation
Authority (OCTA) assumed responsibility for administering the TDA’s various
components under the LTF, which include Article 3 Funds for the Pedestrian
and Bicycle Facilities Program and Atrticles 4 and 4.5 Funds for the Transit and
Paratransit Operating and Capital Programs. An important aspect of this
responsibility is to ensure that the allocated and dispersed LTF funds were
used in accordance with applicable TDA rules and regulations and OCTA
policies and procedures.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)



Reports on the Annual Transportation Development Page 2
Act Audits for Fiscal Year 2007-08

Discussion

A total of 24 entities in Orange County, including the County of Orange and
OCTA, received a TDA audit under one or more of the articles referenced
above. The attached Listing of Transportation Development Act Audits
Performed for FY 2007-08 (Attachment A) reflects these audits. Fourteen of
the 34 cities in Orange County did not receive any TDA funding and did not
have any activity related to TDA funding in fiscal year 2007-08; therefore,
audits of programs for these cities were not conducted.

The audits found that the entities used the LTF funds allocated and disbursed
to them in accordance with applicable TDA rules and regulations and OCTA
policies and procedures. There were no instances of non-compliance with
contract specifications and funding allocation instructions. Mayer Hoffman
McCann, P.C., OCTA’s independent auditor, issued no recommendations
related to internal controls. Audit results are detailed in the individual audit
reports on file with OCTA’s Clerk of the Board.

Summary

Audits of TDA Article 3 Funds for the Pedestrian and Bicycle Facilities Program
and audits of Articles 4 and 4.5 Funds for the Transit and Paratransit Operating
and Capital Programs were conducted for the fiscal year ended June 30, 2008,
by Mayer Hoffman McCann P.C. The individual audit reports for
fiscal year 2007-08 are on file with OCTA’s Clerk of the Board.

Attachment
A. Listing of Transportation Development Act Audits Performed for
FY 2007-08

Prepared by:

bl huctf

Kathleen M. O'Connell
Manager, Internal Audit
(714) 560-5669




ATTACHMENT A

Listing of Transportation Development Act Audits Performed for FY 2007-08

Article 3 Audits

1. County of Orange
2. Orange County Transportation Authority

Article 4 Audit

3. Laguna Beach Municipal Transit Lines

Article 4.5 Audits

City of Anaheim

City of Brea

City of Buena Park

City of Costa Mesa

City of Huntington Beach

. City of Irvine

10. City of La Habra

11. City of Laguna Niguel

12.City of Laguna Woods

13.City of Lake Forest

14.City of Newport Beach

15. City of Placentia

16. City of Rancho Santa Margarita

17.City of San Clemente

18.City of Santa Ana

19. City of Seal Beach

20. City of Westminster

21.City of Yorba Linda

22.Abrazar Inc. (passed through the City of Westminster)
23.Korean-American Senior Association (passed through the City of Garden Grove)
24.Vietnamese Community Center of Orange County (passed through the City of Santa
Ana)

©OoN®O A

Cities that did not Receive TDA Funding in FY 2007-08

1. Aliso Viejo 8. Los Alamitos

2. Cypress 9. Mision Viejo

3. Dana Point 10. Orange

4. Fountain Valley 11. San Juan Capistrano
5. Fullerton 12. Stanton

6. La Palma 13. Tustin

7. Laguna Hills 14. Villa Park

PREPARED BY INTERNAL AUDIT






OCTA

MEMO

February 4, 2009

To: Members of the Board of Directors
e
From: Wendy Knowles, Clerk of the Board
Subject: Board Committee Transmittal for Agenda Item

The following item is being discussed at a Committee meeting which takes
place subsequent to distribution of the Board agenda. Therefore, you will be
provided a transmittal following that Committee meeting (and prior to the
Board meeting) informing you of Committee action taken.

Thank you.



OCTA

February 5, 2009
To: Legislative and Communications Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Federal Legislative Status Report

Overview

This report provides an update on the progress of economic stimulus
legislation in Congress and summarizes the recent House Rail Subcommittee
on Rail Pipelines and Hazardous materials hearing on rail capacity issues.

Recommendation
Receive and file as an information item.
Discussion

As we have previously discussed with the Legislative and Communications
Committee (Committee) and Board of Directors, Congress is considering H.R 1
and S.1 and S.336, the House and Senate versions of economic recovery
legislation.

The introduced House version contained approximately $825 billion in
economic stimulus spending with $275 billion in tax cuts and $550 billion in
direct spending. Before floor consideration the bill only contained $30 billion
for highway and $9 billion for transit in stimulus funding. Attempts to increase
those numbers are currently being considered during the floor debate of the
bill. As a result of an amendment in committee, the floor version increases the
dates for having funds initially obligated by 60 days, giving Orange County
Transportation Authority (OCTA) 150 days from federal apportionment to
obligate the first 50 percent of appropriated funding. This timeline will also
likely be debated on the floor.

On the Senate side the initial transportation numbers are similar. The Senate
Appropriations Committee passed the $356 billion spending component of the
chamber’'s economic recovery package. The measure would include
$27 billion for highway improvements and $8.4 billion for public transportation.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)
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While the Senate core highway and transit investment levels are slightly below
the amounts proposed by the House, the Senate bill also includes $5.5 billion
for a new competitive discretionary grant program for surface transportation
projects. The funds would be eligible for all types of surface transportation
projects, ranging from highways to transit, to rail and port infrastructure, that
have a regional or national significance. Eligible project size would be between
$20 million and $500 million. We believe that this new program introduced in
the Senate could provide funding for goods movement projects to the extent
they can meet an accelerated obligation timeframe.

The Senate is expected to debate the bill next week. Staff will update the
Committee on the status of the legislation in both houses at the February 5
meeting.

Meanwhile, the House Transportation and Infrastructure Committee (T&l) has
begun to look into rail issues in the context of transportation reauthorization.
On January 28, Chairman Buffa testified before T& Subcommittee on
Railroads, Pipelines, and Hazardous Materials. This Subcommittee is chaired
by Representative Corrine Brown (D-FL) who visited Orange County last
summer to tour OCTA and Metrolink facilities. The purpose of the hearing was
to receive testimony on the roles of freight and passenger railroads in the
United States economy and the benefits of freight and passenger rail
investments. A copy of Chairman Buffa’s testimony is included as
Attachment A.

Chairman Buffa was on a panel with several other rail experts, including
California Department of Transportation’s Director Will Kempton,
Amtrak Chief Executive Officer Joseph Boardman, and Union Pacific
Corporation Chief Executive Officer James Young. In addition to his oral
presentation focusing on grade crossing and rail improvements needed in the
two major rail corridors in Orange County, the Chairman responded to
questions regarding the benefits of constructing the Anaheim Regional
Transportation Center (ARTIC), OCTA’s Go Local program, and the challenges
of creating a culture of passenger rail usage in California.

Summary

Economic stimulus legislation is being considered by both houses of Congress,
and the Chairman has testified on behalf of OCTA rail needs before the
T&! Rail Subcommittee in the House. The November and December monthly
reports for Smith, Dawson and Andrews and Potomac Partners are included as
Attachments B,C,D and E.
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Attachments

A.

m o 0 W

The Orange County Transportation Authority-Written Testimony of Peter
Buffa, Chairman of the Board of Directors, Wednesday, January 28,
2009

Report to the Orange County Transportation Authority from Potomac
Partners, November 2008

Report to the Orange County Transportation Authority from Potomac
Partners, December 2008

Report to the Orange County Transportation Authority from Smith
Dawson & Andrews, November 2008

Report to the Orange County Transportation Authority from Smith
Dawson & Andrews, December 2008

Prepared by:

,/7
Richard J. acing o]

Federal Relations Manager
(714) 560-5901




ATTACHMENT A

The Orange County Transportation Authority

Written Testimony of Peter Buffa, Chairman of the Board of Directors
Wednesday, January 28, 2009

550 S. Main Street
P.O. Box 14184
Orange, CA 92863-1584
(714) 560-6282



United States House of Representatives
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Of
Committee on Transportation and Infrastructure

Written Testimony of Peter Buffa
Wednesday, January 28, 2009

Madam Chair and Members of the Subcommittee:

My name is Peter Buffa, and | am Chairman of the Orange County Transportation
Authority (OCTA). It is an honor to have the opportunity to testify before you Madam
Chair, and before this Subcommittee, which plays such a major role in determining
national transportation rail policy and will be involved in writing the next transportation
authorization legislation.

The Orange County Transportation Authority

OCTA was established as a multimodal transportation authority in 1991, in order to
bring about a more efficient and comprehensive approach to transportation by
consolidating seven separate transportation agencies. Since that time, Orange County
has grown to be the fifth most populous county in the nation with over 3.2 million
residents. OCTA has kept apace of that growth, and now operates a multimodal
transportation system which includes the twelfth busiest bus system in the nation and
the 91 Express lanes, a highly successful ten mile toll road connecting Orange and
Riverside Counties.

In order to meet our growing mobility needs, we also provide regional commuter rail
service, operated by Metrolink under the direction of OCTA and Los Angeles, Riverside,
San Bernardino and Ventura counties. Metrolink is now providing over 4 million rail
passenger trips annually in the three commuter rail lines which serve Orange County.
This is the highest annual ridership since inception of service in 1994.

Rail service in Orange County is provided along two major corridors. The first major rail
corridor in Orange County is the Burlington Northern Santa Fe (BNSF) corridor from the
ports of Los Angeles and Long Beach through Orange County and east to San
Bernardino and Riverside Counties, and ultimately to the remainder of the United
States. While there is a large and growing commuter ridership on this corridor, the
major use of the corridor is national freight movement into and out of the ports.

The second major Orange County rail corridor is between Los Angeles, Orange County
and San Diego. This corridor, often referred to as the LOSSAN corridor, is the second
busiest passenger rail corridor in the nation, surpassed only by the Northeast Corridor.
Ridership on the LOSSAN Corridor has grown from 1.6 million annual trips in the 1990’s
to 8.5 million annual trips today.



| would like to focus my remarks today on an in-depth description of the rail capacity
opportunities and challenges presented by these two nationally significant rail corridors.
As we seek to implement the Passenger Rail Investment and Improvement Act of 2008
and draft new transportation authorization legislation, | hope that OCTA will be able to
rely on the Federal government as a financial partner in addressing these challenges.

The BNSF Corridor and the Ports of Los Angeles and Long Beach.

Running across the northern part of Orange County, the BNSF corridor is one of the
nation’s major goods movement distribution corridors serving the ports of Los Angeles
and Long Beach. This port complex is the largest in the United States and the fifth
largest in the world. In 2007 nearly 16 million cargo containers traveled through these
ports to or from the rest of the country. This container traffic represents more than the
total container traffic in Seattle, Portland, Oakland Ventura and San Diego, combined.

The accompanying map illustrates commodity flows between Southern California and its
local, regional and national markets. The map demonstrates the importance of both
domestic and international trade shipments between Southern California and the rest of
the nation and the need for effective transportation networks to link the region’s
economy to the rest of the country.

There is little doubt that goods movement is an important source of good jobs. In
Southern California alone, goods movement has fueled the creation of 700,000 jobs,
including 107,000 goods movement related jobs in Orange County. In turn, these jobs
have generated a payroll of more than $6 billion. Regionally, ports have delivered over
$256 billion in international trade to the rest of the country.

However, goods movement also presents a number of challenges for those areas
impacted by goods movement activity. Even the present levels of trade volumes are
challenging our rail system capacity and providing heavy congestion impacts. The
future can only be expected to bring greater challenges. In 20 years the number of
containers moving through southern California is expected to triple to an estimated 48
million. In 2025 daily freight trains moving through Orange County on the BNSF are
expected to increase 123% from 112 to 250. By 2010 freight train traffic will increase
street and road traffic delays from about 30 minutes to up to 206 minutes.

The result from this goods movement today in Orange County is persistent grade
crossing congestion. In addition, this increased goods movement activity in southern
California negatively impacts air quality and promises greater health-related and
productivity impacts, including increased respiratory diseases and lost work days.

The southern California region has come together to recognize the challenges regarding
goods movement and is working to identify those rail improvement projects which help
to mitigate the adverse local impacts of goods movement. A Multi-County Goods



Movement Action Plan has identified $50B in needed projects to address capacity
improvements and mitigation projects related to goods movement.

Critical to the capacity needs on both the BNSF and LOSSAN corridors are nineteen
new railroad grade separation projects in Orange County (shown on the attached map).
The cost to complete these grade separations exceeds $1.1 billion. Yet only a little
more than $400 million is available for these projects from existing state and local
funding sources.

No one in the region doubts the need for new revenue sources to address the dual
objectives of keeping these ports competitive and mitigating the congestion and air
quality impacts of a viable rail distribution corridor. Several bills on this subject have
been introduced in Congress, but none have yet been enacted. State legislation passed
last year would have assessed a $15 per container fee for mitigation and infrastructure
projects in the region. Unfortunately, the Governor vetoed this legislation. The ports
themselves adopted an infrastructure cargo fee in January of 2008. Beginning this
summer, a $6 dollar per container fee will be placed on cargo containers entering or
leaving any terminal by truck or train and will be used for goods movement-related
projects along the entire corridor, including projects such as grade separation in Los
Angeles, Orange, Riverside and San Bernardino Counties. Even if this local fee can be
successfully implemented, more needs to be done, and should be done at the federal
level to address this issue of national significance.

The LOSSAN Corridor.

Currently, three passenger rail services, Amtrak, Coaster, and Metrolink and one freight
carrier, Burlington Northern Santa Fe Railway, operate along this corridor. Amtrak, with
state financial assistance, operates the Pacific Surfliner intercity rail and bus service
between San Luis Obispo and San Diego. The Southern California Regional Rail
Authority (SCRRA), a joint powers authority created by the OCTA and the four other
southern California counties, operates Metrolink commuter rail service between Los
Angeles and Oceanside, and Los Angeles and Oxnard. The North County Transit
District (NCTD) operates Coaster commuter rail service between Oceanside and San
Diego. The OCTA owns one-third of the 126 miles of railroad right-of-way between Los
Angeles and San Diego.

First opened in 1994, Metrolink’'s Orange County line currently offers 19 trains per
weekday and serves 11 stations along the LOSSAN corridor in Orange County.
Approximately 10% of Amtrak’s total national trips take place in this corridor. Aside
from its proven capacity to carry passengers from Orange County to Los Angeles or
San Diego, if managed efficiently, we believe the LOSSAN Corridor offers great
opportunities to increase mobility within Orange County and throughout the entire San
Diego to Los Angeles corridor.

Two thirds of the population in Orange County, and two thirds of the jobs in Orange
County, are located within a four-mile radius of the LOSSAN corridor. By increasing the



frequency of service, there is an opportunity to use this rail corridor for traveling within
and through Orange County and relieve congestion on the adjacent I-5 freeway. In fact,
the peak hour ridership on Metrolink is so successful, that without it we would have to
build 2 more lanes on |I-5 from south Orange County to downtown Los Angeles just to
ensure that traffic congestion would not get any worse. We think that Metrolink has
been an excellent financial investment for Orange County and southern California and is
an increasingly important component of the southern California economy.

With that purpose in mind, the OCTA Board approved a Metrolink service expansion
plan in October 2005. This plan will implement high frequency Metrolink service
between north and south Orange County. Engineering design is now complete for track
improvements, signal system upgrades, and station and parking enhancements
necessary to support this new service. Construction is anticipated to start in May of
2009. New locomotives and rail cars have also been ordered to support the expansion
of the rail service.

While we have planned to largely fund this expansion program with local sales tax and
state transportation funds, the recent severe downturn in economic activity has resulted
in an inability to fund key components of this program. In order to keep this important
program on track, we are seeking federal assistance for key project components,
including $50 miltion for double track capacity expansion (Laguna Niguel to San Juan
Capistrano), $30 million for station parking improvements (Laguna Niguel) and $50
million for the Anaheim Regional Transportation Intermodal Center (ARTIC)

These key components of expanding service in the LOSSAN Corridor are planned and
are ready to become reality. In addition, these rail improvements can be accomplished
without the delay of a Federal new start process or the expense and displacement of
acquiring major new right-of-way.

A critical component of this corridor is the Anaheim Regional Transportation Intermodal
Center (ARTIC) which will be a rail gateway to Orange County and provide a convenient
transfer station from the LOSSAN corridor to future California high speed rail and the
planned California to Nevada super speed or maglev system. ARTIC will combine a
transportation gateway and a mixed-use activity center on a 16 acre site owned by the
City of Anaheim and OCTA, a short walk from Angel Stadium and Honda Center
professional sports venues, and a short shuttle to Disneyland and the Anaheim Resort.
Although private participation will be sought for this project, public funding is needed
now to build the foundational transportation elements of the project.

Recently, the OCTA conducted market research with focus groups to determine how we
can provide better service in this essential corridor. That research has shown us that
customers who ride on the LOSSAN Corridor, and more importantly, those who do not
ride, experience confusion in navigating the complex set of logos, timetables, and
administrative rules that come with Amtrak, Metrolink and the Coaster all providing
service along the same corridor. We believe it would be far more efficient and customer
friendly for there to be one service seen by the public, even if that service were to be
jointly provided behind the scenes.

To that end, we have initiated efforts to work with the three current service providers to
look at service integration and coordination opportunities. Some of these are as simple



as integrated timetables or shared ticket offices. However, the full realization of this
effort may lead to an entirely new manner in which to plan and manage the LOSSAN
corridor as one coordinated and integrated passenger rail service. This may take the
form of a joint powers authority or some other form of regional governance to fully
realize the opportunities before us. We believe that this type of coordinated and
integrated approach will lead to more service for the public, more efficient use of tax
payer funds, and ensure that the LOSSAN Corridor lives up to its full potential.

We are excited about opportunities to partner with Amtrak on making key capital
investments and provide integrated, coordinated and expanded operations in this highly
successful corridor. If planned and implemented correctly, we have the opportunity to
create a southern California version of the highly successful Northeast Corridor.

Conclusion.

In summary, as significant as the benefits of the BNSF and LOSSAN rail corridors are to
the OCTA and Orange County, the challenges they present cannot be fully addressed
without the federal government as a strong and financially involved partner. We
certainly hope to receive additional federal funding for these projects from the
Passenger Rail Investment and Improvement Act of 2008 and the next reauthorization
bill. That funding will match the significant local funding already committed for these
projects. Just as important, we need the federal recognition in the next reauthorization
legislation that assistance with these projects will further the nation’s mobility goals and
expand our national strategic rail infrastructure.

In the upcoming 111" Congress, we stand ready to work with you, and hope that your
subcommittee will commit the federal government to work in active partnership with us,
to increase capacity on these two corridors of national significance which serve riders in
southern California and consumers nationwide.
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ATTACHMENT B

Report to Orange County Transportation Authority from
Potomac Partners DC
November 2008

Partners contributing to the work in this report include: Rick Alcalde, Dr. Lesli
McCollum Gooch, and Dan Feliz.

Background and Legislative Overview for November

The post-election political landscape continues to reveal new opportunities
for the OCTA to impact transportation policy and secure federal funding. We
anticipate an increased focus on federal transportation needs by the incoming
Administration and Congress. With a stronger Democrat majority in the
House and Senate, we expect that the anti-earmark forces like the
Republican Study Committee (RSC) will be hampered in future attempts to
block appropriations legislation containing earmarked projects. This changing
dynamic, coupled with increasing momentum for another economic stimulus
package, has guided our focus for advocacy for OCTA during the month of
November. We are concentrating on near term funding opportunities within
the economic stimulus legislation and also within the final FY2009
Transportation/HUD appropriations bill. Both of these bills are anticipated to
be finalized early in the session. In addition to these near term opportunities,
we have has also been discussing the upcoming transportation
reauthorization with key EPW and T& Committee members and staff in order
to highlight the infrastructure needs in Orange County, which is heavily
impacted by goods movement. We believe this ongoing dialogue about
federal transportation funding shortfalls in Orange County will better position
OCTA’s future project requests to be included in the reauthorization
legislation, particularly with respect to creating augmented funding streams
outside of the formula funding allocations. We have also continued to engage
key Congressional allies on behalf of OCTA to resolve the issue of the
SILO/LILO transactions potentially unraveling and creating new liabilities for
the Authority during these already tough economic times.

. Economic Stimulus and Transportation Funding

After the November election, Congress returned to work the week of the
17th to address the economic crisis and enact potential stimulus spending
legislation that would include transportation funding for ready-to-go projects
critical to improving our deteriorating infrastructure and providing out-of-work
Americans with jobs. The lame duck agenda changed dramatically, however,
as the Congress focused on rescuing the faltering U.S. auto industry. With no
clear consensus on the size and the terms of the aid package to U.S.

Potomac Pariners DC
210 D Street, SE Washington DC 20003
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automakers, Congress was not able to finish a combined relief package and
stimulus bill. Leaders of the House and Senate agreed to reconvene during
the month of the December to continue its work. The chance for including
transportation funding in a stimulus/aid package during this continuing lame
duck session is in question given Speaker Pelosi’'s comments on December
1, that the inclusion of transportation projects into a stimulus package is an
issue of continuing disagreement with the White House. Such comments
came following a meeting with leaders of the National Governor’s Association,
where transportation funding was among the top priorities of the NGA to
stimulate the economy. The Speaker indicated that such funding would be a
critical component of the economic stimulus package being prepared for
passage and enactment in January. Any transportation funding contemplated
in this stimulus bill will likely be allocated according to formula funding as was
done in previous stimulus legislation efforts.

2. Omnibus Appropriations and Transportation Funding

Congress was unable to complete action on the nine remaining FY 2009
Appropriation bills prior to adjourning for the November elections. Congress
did approve a continuing resolution (CR) to fund the federal government at
the FY 2008 level through March 6, 2009, which President Bush signed into
law on September 30, 2008. The CR included the Defense, Homeland
Security and Military Construction & Veterans Affairs appropriations bills.
Aside from the sections providing FY2009 funding for these security and
defense related appropriations, there were no earmarks included in the
measure. Congress plans to finalize the remaining nine FY 2009
appropriations bills in December and then pass an Omnibus package
combining the outstanding bills in early January. Congressional leaders want
to enact this federal spending as soon as possible, rather than waiting for the
March expiration of the CR. This Omnibus bill could potentially be sent to
President Obama’s desk the day he takes office.

The Omnibus legislation would increase funding levels to the FY2009
allocations and potentially include lists of earmarked projects for the nine
remaining appropriations bills. Much of the work of assembling this bill is
planned to be done by the current committee membership of the 110™
Congress. As a result, the bill would likely reflect the input of outgoing
appropriations committee leadership, like Ranking Member of the T-HUD
subcommittee, Congressman Joe Knollenberg. Once a consensus bill is
assembled it will likely be presented to the next Congress with little to no
opportunity to amend the bill. This dynamic would enhance the effort to
secure funding for SR-91, which we believe was well-positioned in the T-HUD
bill, particularly with the support of Ranking Member Knollenberg who is
cognizant of this project for OCTA.

Potomac Partners DC
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3. Lease In/Lease Out and Sale In/Lease Out (LILO/SILO) Update

We have checked a number of GOP members’ position on the SILO/LILO
issue and we have helped secure Congressman Mica’s signature on letter to
Treasury. We worked with Gary Miller, who sits on both the Financial
Services and T& committees, and his office, which has cautiously
approached this issue, and brought the Member’s position to support the on-
going efforts to resolve the issue. There was initial concern from some
members that the well-intentioned efforts to protect the public transportation
agencies may inadvertently inure benefit to investors outside of the US, which
would be politically hazardous given the recent financial hardship faced by US
investors. We are also working with the other Orange County delegation
members to keep them appraised of the near term threat of the SILO/LILO
deals unwinding.

4. Transportation Reauthorization Update

As the OCTA Board develops its positions for the 2009 legislative year
and in particular its positions for the Highway bill reauthorization, we would
recommend a focus on four key issues areas that we believe will enhance
OCTA'’s federal funding allocation:

Goods Movement Program. This effort has become an important
issue for reauthorization and was the subject of many committee hearings
over the summer and this fall. The improvement of infrastructure to facilitate
good movements continues to stay at the forefront of the policy discussion as
Congress attempts to keep the economy from stagnating during the current
economic crisis. A recurring theme from those recent Transportation and
Infrastructure hearings is that facilitating goods movement with improved
infrastructure is strong medicine for this ailing economy.

“Donor” State Issue. A renewed effort to address the donor state
issue and create an equitable split of the highway trust fund will return. One
mechanism that is gaining traction is creating programs that would inject
funds to large donor states under the auspices of a National Transportation
Program.

Support for More Funding Choices for Increased Highway
Money. With a budget-constrained Congress, it is likely that many members
who have opposed alternative funding choices, like Public Private
Partnerships, and variable pricing for tolling, will need to compromise in order
to meet the growing demand for increased infrastructure spending. Some of
the initial proposals for federalized infrastructure banks will also likely return
as policy initiatives for transportation reauthorization.

Potomac Partners DC
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Support for Funding Proposals that Direct Funding to
Impacted Regions. Legislative proposals like the Calvert-Jackson On-time
Act that creates additional funding mechanisms for impacted region stands a
strong chance to be included in this transportation reauthorization. The
challenge for these proposals will be to prevent others outside of the truly
impacted region from staking claim to a portion of this new pool of money.

In addition to other meetings with key Transportation leaders in the House
and Senate and the OC delegation, we also recommend meeting with early in
the year to discuss these re-authorization issues the following list of members
and their senior staff:

House
-Oberstar, Mica (T&l Chairman and Ranking Member)
-Defazio, Duncan (Hwy Subcommittee Chairman and
Ranking Member)
-Brown, Shuster (Railroads Subcommittee Chairwoman and
Ranking Member)
Senate

-Boxer, Inhofe (Senate EPW Chairwoman and Ranking Member)
-Dodd, Shelby (Senate Banking Chairman and Ranking Member)

Potomac Partners DC
210 D Street, SE Washington DC 20003
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Report to Orange County Transportation Authority from
Potomac Partners DC
December 2008

Partners contributing to the work in this report include: Rick Alcalde, Dr. Lesli
McCollum Gooch, and Dan Feliz.

. Economic Stimulus and Transportation Funding

During the month of December Congress worked to finalize economic
stimulus legislation that would provide for additional federal spending to
include infrastructure spending. We have been told by key House members
that the basis of the legislation is the stimulus bill that the House passed early
in September. However, with a deepening recession Congress has began to
increase the projected spending as high as $755B. The allocation for
transportation spending has not yet been determined, but various proposals
have ranged from $25-85B. The process for the bill is controlled by the
Democrat leadership and being managed primarily through the appropriations
committee. Speaker Pelosi has also assigned several key Democrat leaders
to help craft the legislation to include Chairman Jim Oberstar for the
transportation and infrastructure section of the bill. The hope is to have a final
bill for the House to bring directly to the floor with out having to go through a
full committee markup.

With regard to infrastructure spending, the bill will direct funding through
formula. There has been debate at the committee level whether it should be
an existing formula or a formula based on the ability of the state to obligate
the money for “ready to go projects.” The earlier House stimulus bill (H.R.
7110) apportioned money to states based on a ratio of overall highway
obligation limitation distribution. The Senate version (S.3689) used the
surface transportation program (STP) statue formula. The STP formula was
also recently endorsed by the Conference of Mayors in their recent “Main
Street Economic Recovery” December report. The primary concern for
Congress is to quickly get the stimulus money circulating in the economy and
create jobs. Potomac Partners DC has been discussing with key members an
alternative approach to distributing the funds that would include large regional
transportation entities from being included as recipients of the funds and
potentially help the OCTA garner a larger share of such formula funds. This
approach would also increase the efficiency of the funds being put to spent on
shovel ready projects and help reduce the administration costs of the
managing the funds through state transportation departments. We have
spoken with Chairman Oberstar's committee staff designee for the stimulus
legislation and she has indicated that they are open to such policy options.

Potomac Partners DC
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The challenge for including any new policy language is the timing of the
legislation and the volume of requests and proposals being submitted by
interest groups across the Country. The House hopes to have draft legislation
prepared for review in January despite the delays from President-elect
Obama to release his stimulus package principles. With time permitting, key
committees like Appropriations, Ways and Means and Transportation &
Infrastructure may hold hearings. Congress remains concerned that opening
the bill to new policy considerations will attract a myriad of potential interest
groups who want to include other more controversial provisions and use their
House champions to also delay passage of a final bill. The Congress will also
have to negotiate and reconcile any new policy with President-elect Obama.
A final bill will mostly likely be passed by the Congress in mid-February.

2. Omnibus Appropriations and Transportation Funding

Congress hopes to augment the effort to provide stimulus spending by
finalizing the remaining FY09 appropriations bills. Appropriations committee
leadership has been meeting during the month December to have a final bill
worked out and unveil it after Congress reconvenes in January. The timing of
stimulus legislation could affect the forthcoming omnibus appropriations bill,
since it would be the House leadership’s preference to have a stimulus bill
finalized before the appropriations bill. The Senate also seems more inclined
to take up the Stimulus legislation before an omnibus bill that will not need to
be passed until the Continuing Resolution (CR) expires on March 6™.

3. Other Activities on Behalf of OCTA

In December, Rick Alcalde traveled to Orange County to brief to the
legislative committee. Discussion items included the following:

1. Discussion of legislative platform and 2009 priorities
2. Discussion of highway bill re-authorization strategy
-Regional funding approach
-National priority approach
3. Discussion of FY 2010 appropriations process
4. Discussion of Congressional visits to Orange County

Chairman Oberstar had planned to visit Orange County during the month
of December, but unfortunately had to cancel his trip to the West Coast to
work with House leadership on putting together the economic stimulus
legislation. Mr. Oberstar does plan to reschedule his trip to Orange County at
the beginning of 2009. We are working with his senior staff to finalize the
schedule for his trip. This trip would be an excellent opportunity to showcase
key projects that we would like to include in the nest transportation re-
authorization bill.

Potomac Partners DC
210 D Street, SE Washington DC 20003



ATTACHMENT D

Report to the Orange County Transportation Authority from
Smith Dawson & Andrews
November 2008

Focus: Presidential Transition & Stimulus Activity
November 2008

Highlights

President-elect Barack Obama introduced his economic team on November 24
as the ones who will spearhead his stimulus approach to include jobs,
unemployment insurance extensions, tax cuts for the middle class, possible
extensions of current tax cuts, foreclosure reductions, infrastructure project
funding and other measures aimed at stabilizing and infusing a sense of action-
oriented urgency into the country’s faltering economic stability. The team
includes: Treasury Secretary-designate Timothy Geithner, National Economic
Council director Lawrence Summers, Council on Economic Advisors director
Christina Romer and Domestic Policy Council director Melody Barnes. Their
charge is to act quickly to stimulate the economy with 2.5 million jobs by 2010.
His proposal will approach $700 billion in spending, if not more. On the following
day, November 25, the President-elect named Peter Orszag for his director of the
Office of Management & Budget

As the Transition team for President—elect Obama took hold in Washington and
in Chicago, the elements of this significant stimulus package are the back drop
for legislation to be enacted soon after the President’s inauguration on January
20, 2009.

The Washington-based transition team is focused on federal department
analysis, especially regarding the next federal budget. Officially the teams do
not recommend policy or personnel. The team members are located in each of
the federal department buildings of their focus, and their work does not include
recommending policies, regulations or personnel.

DOT Presidential Transition team members are lead by Mort Downey, chairman
emeritus of PB Consult (and former Deputy Secretary), and he is coordinating
the information about intercity rail. He is supported by many former DOT
colleagues—Michael Huerta, EVP of ACS Government Solutions (former chief of
staff), whose focus is transit and Jane Garvey of JP Morgan Chase (former FAA
Administrator), whose focus is aviation. The team is expected to complete its
official report by December 8 in order to brief the Secretary-designate before the
December holidays. They are interviewing DOT staff as well as reaching out to
Washington-based organizations to meet with groups of constituencies as quickly
as possible, because of transition deadlines and time constraints.

A complete listing of the Members of the Presidential Transition can be found at
http://www.change.gov/learn/obama_biden transition_agency review teams




All major policy decisions and actions are emanating from the Chicago transition
operation. All official announcements about nominations for Cabinet members
and immediate Presidential action post inauguration are ongoing in both cities,
but are directed from Chicago. A November 25 article in the Washington Post
listed four possible contenders for DOT Secretary-designate: Transition DOT
lead Mort Downey, transition team member Jane Garvey, San Francisco MTC
member Steve Heminger and House Transportation and Infrastructure
Committee Chair James Oberstar (MN).

On Capitol Hill, hearings continued on aspects of the economy that dominate the
daily news, such as the Big 3 automakers, Citigroup, hedge fund managers, etc.
All discussions encompass specific request for new bailouts as well as the
contents of the forthcoming stimulus bill. Congress came back in session on
November 3 for three weeks and then disbanded for the Thanksgiving holiday.
They are expected to return and resume a lame duck session in December.
Both House and Senate leadership and members continue discussion and
negotiations to formulate the contents of what all agree is needed to infuse the
American economy with support. All believe a measure is needed to rebuild
confidence in the American public across a broader spectrum than the financial,
insurance and mortgage banking sectors. President-elect Obama seeks jobs
assistance in addition to arresting foreclosure rates as key to this goal.

SDA Outreach
Contact on Capitol Hill on behalf of OCTA

-Gaines with Rep. Loretta Sanchez to connect her with new OCTA
Chairman

-Smith with Sen. Patty Murray and Chairman Pete DiFazio staff on
potential site visits to Orange County

-Andrews with Sen. Barbara Boxer staff on climate change legislation

Contact with relevant organizations on behalf of OCTA

-Andrews, Burrell and Warner meeting with DOT Transition lead Mort
Downey

-Burrell meeting with Ed Rosado, Legislative Director for NACo

-Garson--weekly updates from US Conference of Mayors transportation
and environment legislative staff

-Lopez—USCM November 25 meeting on Main Street Stimulus

-SDA group--outreach to Republican and Democratic leadership regarding
activities related to Presidential transition, stimulus plans, appropriations
preparations and reauthorization discussions

-SDA group--review of important Congressional hearings and press
conferences related to OCTA goals



ATTACHMENT E

Report to the Orange County Transportation Authority From
Smith, Dawson & Andrews

December 2008
Focus: Presidential Transition & Stimulus Activity
December 2008
Highlights

On January 4, President-elect Barack Obama arrived in Washington D.C. to
continue the final transition to the White House. He headed to Capitol Hill on the
first business day in the nation’s capital to garner expediency for his stimulus
package. Both House and Senate leaders indicate that the package may take
six weeks because of its complexity and fiscal size. Numbers as high as one
trillion dollars are a focal point of the discussions. The configuration being
discussed includes: infrastructure “shovel ready” funds, but not earmarks;
possible funding for already authorized but never fully funded infrastructure
projects; extension of unemployment benefits; food stamps; health coverage
extension for unemployed workers; Medicaid relief to states; some corporate and
individual tax breaks; workforce expansion, alternative energy and health-
technology advancement initiatives. Bipartisan discussions are paramount as
the President-elect begins his journey to steer the country’s economic future to
improved conditions.

With a pending federal deficit report due that could show the nation reaching a
trillion dollar debt level, the President-elect has also called for significant and
serious budget reform to be a top order of business. More details about his
budget reform plans, which are expected to unfold after the January 20
inauguration, will be announced soon.

The President-elect named all of his Cabinet members—including Rep. Ray
LaHood of lllinois as Secretary-designate for Transportation-- before Christmas,
but controversy and a corruption investigation caused Commerce Secretary-
designate Bill Richardson to withdraw from the process. Confirmation hearings
for the Cabinet are beginning, as the Attorney General designate Eric Holder
heads to the Senate Judiciary Committee during the first week of January. No
timing has been released for the DOT Secretary’s confirmation hearings to date.

Before the DOT Presidential Transition agency team members closed up shop in
mid-December , OCTA sent a white paper to their attention that discussed
congestion pricing, design-build construction processes, and moving people and
goods by rail. This was followed by a December 11 meeting with transition team
leader Mort Downey and team members Jeff Morales (former CALTRANS
Director), Victor Mendez (Arizona DOT Director) and Victor Rifkin (CTA General
Counsel). The meeting was coordinated as a regional discussion and attended
by Rick Bacigalupo and Judith Burrell, representatives from LA METRO—David
Kim-- and the City of Los Angeles—Jim Seeley in person with his counterpart



Diego Alvarez, Councilmember Wendy Grueuel and her deputy Jennifer Cohen
by phone.

SDA Outreach
Contact on Capitol Hill on behalf of OCTA

-Smith, Andrews and Bailey with Rep. Peter DeFazio on schedule for
reauthorization

-Gaines with Rep. Loretta Sanchez regarding stimulus language and to
connect her with new OCTA Chairman

-Smith with Sen. Patty Murray staff on status of continuing resolution and
pending and next appropriations process

-Andrews with Rep. John Olver staff on status on continuing resolution
and pending and next appropriations process

Contact with relevant organizations on behalf of OCTA

-Burrell and Newman-December 9 Congressional briefing on carbon tax
and cap and trade scenarios

-Burrell-December 10 meeting with Leslie Wollack of the National League
of Cities

-Burrell-December 10 DOT Transition meeting preparation with City of LA
and LA METRO Washington staff: Jim Seeley, Deborah Wood and David Kim

-Burrell-December 12 APTA Legislative Committee meeting

-Gaines, Andrews & Burrell-December 17 reception for Cecilia Munoz,
incoming White Intergovernmental director

-Garson-December 18 US Conference of Mayors Main Street coalition
meeting and weekly updates from USCM transportation and environment
legislative staff

-SDA group--outreach to Republican and Democratic leadership regarding
activities related to Presidential transition, stimulus plans, appropriations
preparations and reauthorization discussions

-SDA group--review of important Congressional hearings and press
conferences related to OCTA goals

Miscellaneous
-Andrews and Gaines at OCTA Legislative Committee meeting on
December 4.







OCTA

MEMO

February 4, 2009

To: Members of the Board of Directors
we
From: Wendy Knowles, Clerk of the Board
Subiject: Board Committee Transmittal for Agenda Item

The following item is being discussed at a Committee meeting which takes
place subsequent to distribution of the Board agenda. Therefore, you will be
provided a transmittal following that Committee meeting (and prior to the
Board meeting) informing you of Committee action taken.

Thank you.



OCTA

February 5, 2009
To: Legislative and Communications Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Contract for Supplemental Federal Advocacy Services

Overview

As the 111" Congress begins and a new administration takes office, a number
of new subject matter issues will come to the forefront in Washington D.C.,
including federal climate legislation, rail corridor development, and rail safety.
The Orange County Transportation Authority has received an unsolicited
proposal for federal advocacy services which would supplement existing efforts
in Washington D.C. to address these new issues.

Recommendation

Authorize the Chief Executive Officer to execute an agreement between the
Orange County Transportation Authority and Kadesh & Associates, LLC, in the
amount of $8,000 per month, for the period of March 1, 2009 to
February 28, 2010, to supplement existing federal advocacy services.

Background

In 2007, the Orange County Transportation Authority (OCTA) undertook an
extensive reprocurement of federal legislative consulting services in which the
Board of Directors (Board) were directly involved. At the conclusion of that
procurement, the Board chose two firms to represent OCTA in
Washington, D.C. The first firm, Smith Dawson and Andrews (SDA), was
chosen as the lead firm to represent OCTA primarily to the majority party in
Congress and to the United States Department of Transportation. The second
firm,

Potomac Partners (PP) was chosen to represent the OCTA primarily to the
minority party in Congress. Both firms were jointly assigned to represent
OCTA to the committee staff and key members of the House Transportation
and Infrastructure Committee, which is the prime authorizing committee for
transportation legislation.

Orange Counly Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)
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In November 2007, the Board directed staff to negotiate contracts with SDA, in
an amount of $18,000 per month and PP, in the amount of $10,000 per month
for the period of January 1, 2008 through December 31, 2010, to carry out
these duties.

As indicated in the monthly reports provided to the Board, the two selected
firms have been performing well. In addition to their regular information
gathering and contacts with our own delegation, during the past year the firms
have brought key members of Congress and staff to visit Orange County.
OCTA has also testified at a Senate Committee field hearing regarding
reauthorization, and OCTA was invited to provide direct input to the incoming
President Obama transition team regarding transportation issues in Orange
County. As a result of their efforts, technical corrections language was passed
which clarified Anaheim as the terminus of the California to Nevada maglev
corridor and language was added to rail authorization legislation which will
require consideration of intermodal centers in high-speed rail corridor funding
determinations.

Nevertheless, a number of issues have arisen during the final months of the
110™ Congress which will present new subject matter challenges to the OCTA
in 2009. On October 17, 2008, the President signed Public Law 110-432, the
Rail Safety Improvement Act of 2008 and the Passenger Rail and Investment
and Improvement Act of 2008. Regarding rail safety, this act adds significant
new safety regulations to commuter rail operations such as Metrolink, including
the implementation of positive train control systems in all railroads nationwide
by December 31, 2015. Only $250 million is authorized nationwide for this
effort. As a result of the September Metrolink incident in Chatsworth,
Senator Dianne Feinstein (D-CA) became a key proponent of this requirement
and has been aggressively pursuing greater safety measures at Metrolink.

Regarding passenger rail improvement, over the next five years Public Law
110-432 authorizes $1.9 billion in capital assistance for intercity rail corridors
such as the Los Angeles — San Diego — San Luis Obispo (LOSSAN) corridor,
and an additional $1.5 billion for high-speed rail projects, including the
California high-speed rail corridor. Appropriations will need to be sought for
these funds in conjunction with other rail advocacy groups and individual
projects approved by the Federal Rail Administration.

In addition to new rail legislation, it is expected that
Senator Barbara Boxer (D-CA) will introduce major legislation to address
climate change in the next Congress which will likely be linked to federal
transportation reauthorization. This legislation will create the need to recognize
and complement the state and local efforts undertaken in California and the
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South Coast Air Basin in order to provide a rational and productive legislative
result for OCTA.

These developments will unfold in an unprecedented economic climate where
the federal government is expected to take a larger role in funding
transportation infrastructure and also in setting transportation policy,
particularly in the area of air quality.

Discussion

Faced with these recent developments, the OCTA has an opportunity to
supplement its existin% federal advocacy services in order to meet the new
challenges of the 111" Congress and incoming Obama administration. Staff
has received the attached unsolicited proposal for services from Mark Kadesh
of Kadesh and Associates, LLC (Attachment A). Mr. Kadesh served for seven
years as the chief of staff to Senator Feinstein. Prior to that he was
Senator Feinstein’s legislative director. Also in Mr. Kadesh’s firm is Chris
Kierig, who worked for Senator Feinstein as her legislative assistant
responsible for the Senator's appropriations committee work.

Mr. Kadesh'’s proposal outlines his experience representing other public sector
clients in California , including the South Coast Air Quality Management District
and the California High Speed Rail Authority. Both of these entities will likely
be allies of OCTA in pursuit of legislation in the upcoming Congress. Mr.
Kadesh has also recently been retained by Los Angeles County Metropolitan
Transportation Authority (Metro). Through Mobility 21, OCTA and Metro have
been coordinating a regional approach to transportation authorization in
Washington, D.C.

Mr. Kadesh'’s strong prior working relationship with Senator Feinstein’s office
would well serve OCTA interests in assisting implementation of Metrolink
safety improvements and greater visibility of OCTA appropriation requests. In
addition, his California-based experience with other public-sector clients having
interests similar to OCTA, provides an opportunity for OCTA to enhance its
federal advocacy team and successfully addresses the new challenges
recently presented in Washington.

In addition to OCTA’s federal advocates on the ground in Washington, D.C.
staff is proposing a contract with terms and conditions similar to existing
contracts with SDA and PP (Attachment B) including the same objectives and
evaluation criteria as are contained in the contracts (Attachment C). Finally,
Attachment D contains the scope of work for the contract, which will highlight
the expertise which Mr. Kadesh’s firm brings to the team.
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Summary

Staff is requesting approval to execute an agreement for supplemental federal
advocacy services with Kadesh and Associates, LLC for a period of one year,
from March 1, 2009 to February 28, 2010, at the amount of $8,000 per month.

Attachments

A Proposal from Kadesh & Associates, LLC

B Draft Agreement No. C-9-0202 Between OCTA and Kadesh &
Associates, LLC

C. Proposed Objectives and Evaluation Criteria

D Proposed Scope of Work for Contract with Kadesh & Associates, LLC

Prepared by:

N

Richard J. Bacigalupo
Federal Relations Manager
(714) 560-5901



ATTACHMENT A

Proposal from Kadesh & Associates, LL.C

Background

Kadesh & Associates, LLC was founded by Mark Kadesh in 2007. We are a limited liability
corporation that provides a wide range of consultation and representation services at the Federal
level for a variety of California-based clients. We have clients outside of the state, but the
majority are based in California or have a significant presence there.

As a key part of our focus on providing individualized and specialized services, we work with
our clients very closely to understand their objectives and develop appropriate strategies to
realize their goals. Based on our experience, we know when and how to assert our clients’
interests by leveraging our issue expertise, policy experience, relationships with the
Congressional delegation, members of the House and Senate leadership, and committee staff.

We have been very successful in representing public agencies at the Federal level. The public
agencies Kadesh & Associates represent include the Metropolitan Water District of Southern
California, the South Coast Air Quality Management District, and the California High Speed
Rail Authority. Our private clients include: Northrop Grumman, Tejon Ranch, Southern
California Edison, and SEMPRA Energy.

Outlook and Proposal

The turnover in the Administration and the further consolidation of the democratic majorities in
Congress could result in dramatic changes in Washington during the next two years.
Additionally, the current fiscal crisis and the Federal government’s response will likely be the
main driver of the Congressional agenda for the 111" Congress.

Despite the economic outlook, there will be opportunities to address OCTA'’s needs in the next
session. Legislation impacting the Agency’s highest priorities will be addressed next year
through the Surface Transportation bill. Additionally, the annual appropriations process
provides another opportunity to address the OCTA’s needs for both funding and policy changes.
Other potential funding and policy opportunities include a stimulus package currently being
discussed and some form of climate change legislation along the lines of what was considered in
the 110™ Congress.

It is highly likely that a stimulus package will move early in the next session; this could represent
the best chance for addressing some of the Agency’s most pressing transportation priorities.
Funding requests for infrastructure projects are already being considered and, while we do not
expect any project to be identified by name, this represents the largest opportunity for new
transportation funding since the last reauthorization bill. OCTA’s delegation should have a clear
understanding of the projects currently in process and OCTA’s ability to move on those projects
quickly.

Kadesh & Associates, LLC 316 Pennsylvania Ave, SE, Suite 403  Washington, DC 20003
Ph 202.547.8801



In the Senate, the Surface Transportation Bill reauthorization legislation will be put together and
managed by Senator Boxer, Chair of the Environment and Public Works Committee (EPW).
Senator Boxer has already indicated that one of her key priorities to address in this legislation
will be air quality. While this may present a challenge to OCTA, we believe it also could prove
to be a significant opportunity. As a federal non-attainment area, we believe that future
legislation could provide additional resources to those regions in greatest need and willing to
take the greatest action to achieve emissions reductions through transportation policy. Creating a
cooperative arrangement with other Southern California transportation agencies and with the
South Coast AQMD could advantage OCTA in the Surface Transportation Bill Reauthorization
in the 111® Congress.

In addition, Mr. Kadesh currently serves as the Washington D.C. representative of the California
High Speed Rail Authority. This is another area of significant overlap of interests. A key
segment of the High Speed Rail is the Anaheim to Los Angeles segment. Consequently, Kadesh
& Associates would be a strong position to facilitate key investments by the federal government
on this segment.

We believe that Kadesh & Associates can greatly assist in OCTA’s efforts in the Senate both in
EPW and the Senate Appropriations Committee because of our Senate experience and the key
roles the California Senators will play in the transportation debate. With many of our clients, we
work as part of a team. As a small firm, we like to function as part of a team and find that no
difficulty in working on pieces of an overall strategy and sharing information with all members
of the team. We would welcome the opportunity to be part of the OCTA team.

Recent Examples of Past Success for Public Sector Clients

In the limited time since our inception, Kadesh & Associates has been successful in both the
appropriations and policy areas for our public agencies.

The South Coast AQMD has received $5 million in Congressional funding for a clean trucks
program that is currently being implemented. Almost all of these FY08 funds are expected to be
obligated by the end of the calendar year. Funding to continue the program is expected to be
included in the FY09 budget.

Additionally, AQMD sought introduction and Congressional action on legislation to regulate the
emissions of foreign-flagged cargo ships using the ports of Long Beach and Los Angeles.
Emissions from these vessels are responsible for polluting the air not just near the ports but
across the District. The goal of this legislation was to spur action on the part of the EPA to issue
regulations relating to maritime vessel emissions and to join the international community in
regulating these ships. In September — after Congressional hearings and a Senate markup — the
Administration joined the international community in setting emissions standards for these
vessels. Kadesh & Associates will be pursuing legislation next year to expedite the timetable for
emissions reductions and will also be seeking to include locomotive emissions in that legislation.

Kadesh & Associates, LLC 316 Pennsylvania Ave, SE, Suite 403 ~ Washington, DC 20003
Ph 202.547.8801



The Metropolitan Water District continues to play a pivotal role in water conservation in
Southern California. Kadesh & Associates has been working with them to obtain Federal
funding for water-related issues relating to uranium tailings, the quagga mussel infestation, the
CALFED Levee Restoration program, and perchlorate clean up.

References

Marc Carrel

Program Supervisor, Public Affairs

South Coast Air Quality Management District
21865 Copley Drive

Diamond Bar, California 91765

(909) 396-3213

Tom Mullen

Executive Director

Western Riverside County Regional Conservation Authority
Riverside Centre Building

3403 10th Street, Suite 320

Riverside, California 92501

(951) 955-9700

Linda Waade

Deputy General Manager

Metropolitan Water District of Southern California
700 North Alameda Street

Los Angeles, California 90012-2944

(213) 217-6139

Mehdi Morshed

Executive Director

California High-Speed Rail Authority
925 L Street, Suite 1425.
Sacramento, CA 95814

(916) 324-1541

Jane Carney

Governing Board Member

South Coast Air Quality Management District
21865 Copley Drive

Diamond Bar, California 91765

(951) 682-6500

Cost Proposal and Contracting Options

Kadesh & Associates, LLC 316 Pennsylvania Ave, SE, Suite 403 ~ Washington, DC 20003
Ph 202.547.8801




Kadesh & Associates, LLC work on a monthly retainer basis. Our general fee for public
agencies and non-profits is $8,000 per month.

Firm Bios

Mark Kadesh

Mark Kadesh has extensive experience and insights gained from his sixteen years working on
Capitol Hill. For seven years he served as Chief of Staff to Senator Dianne Feinstein (D-CA).
He previously served as Legislative Director for Senator Feinstein, handling and gaining in-
depth familiarity of issues ranging from tax, commerce, environmental regulations, water,
energy, finance, trade and appropriations. Prior to that Kadesh served as Chief of Staff to
Representative Jane Harman (D-CA) and as a Legislative Assistant for Senator Daniel Patrick
Moynihan(D-NY).

From San Francisco, Kadesh is a Summa Cum Laude and Phi Beta Kappa graduate of Brandeis
University and received a Master's degree in public policy from Harvard University's Kennedy
School of Government.

Chris Kierig

Chris Kierig is highly knowledgeable of the internal workings of the appropriations process and
with issues unique to California and Western States. For eight years, he served as Legislative
Assistant for Senator Dianne Feinstein (D-CA) where he was responsible for handling the
Senator's membership on the Senate Appropriations Committee. As the Senator's key
appropriations advisor, he was responsible for coordinating funding requests for infrastructure
projects and programs. This position included working directly with California counties and
cities to advance their local agendas through Federal funding. Chris was also heavily involved in
shaping transportation policy and coordinating Federal responses to California natural disasters.
He brings valuable skill and institutional knowledge to the firm. Chris holds a Bachelors degree
in Political Science from Occidental College and a MBA from Pepperdine University.

Kadesh & Associates, LLC 316 Pennsylvania Ave, SE, Suite 403 ~ Washington, DC 20003
Ph 202.547.8801
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ATTACHMENT B

DRAFT AGREEMENT NO. C-9-0202
BETWEEN
ORANGE COUNTY TRANSPORTATION AUTHORITY
AND
KADESH & ASSOCIATES, LLC
THIS AGREEMENT is effective this ______ day of , 2009, by and

between the Orange County Transportation Authority, 550 South Main Street, P.O. Box 14184, Orange,
California 92863-1584, a public corporation of the state of California (hereinafter referred to as
"AUTHORITY"), and Kadesh & Associates, LLC, 316 Pennsylvania Avenue SE Suite 403, Washington,
DC 20003 (hereinafter referred to as "CONSULTANT").

WITNESSETH:

WHEREAS, AUTHORITY requires assistance from CONSULTANT to provide supplemental
federal advocacy services; and

WHEREAS, said work cannot be performed by the regular employees of AUTHORITY; and

WHEREAS, CONSULTANT has represented that it has the requisite personnel and experience,
and is capable of performing such services; and

WHEREAS, CONSULTANT wishes to perform these services; and

WHEREAS, the AUTHORITY’s Board of Directors approved this Agreement on February 9,
2009;

NOW, THEREFORE, it is mutually understood and agreed by AUTHORITY and CONSULTANT
as follows:

ARTICLE 1. COMPLETE AGREEMENT

A. This Agreement, including all exhibits and documents incorporated herein and made
applicable by reference, constitutes the complete and exclusive statement of the terms and conditions
of this Agreement between AUTHORITY and CONSULTANT and it supersedes all prior

representations, understandings and communications. The invalidity in whole or in part of any term or

Page 1 of 13
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AGREEMENT NO. C-9-0202

condition of this Agreement shall not affect the validity of other terms or conditions.

B. AUTHORITY's failure to insist in any one or more instances upon CONSULTANT's
performance of any terms or conditions of this Agreement shall not be construed as a waiver or
relinquishment of AUTHORITY's right to such performance or to future performance of such terms or
conditions and CONSULTANT's obligation in respect thereto shall continue in full force and effect.
Changes to any portion of this Agreement shall not be binding upon AUTHORITY except when
specifically confirmed in writing by an authorized representative of AUTHORITY by way of a written
amendment to this Agreement and issued in accordance with the provisions of this Agreement.

ARTICLE 2. AUTHORITY DESIGNEE

The Chief Executive Officer of AUTHORITY, or designee, shall have the authority to act for and
exercise any of the rights of AUTHORITY as set forth in this Agreement.

ARTICLE 3. SCOPE OF WORK

A. CONSULTANT shall perform the work necessary to complete in a manner satisfactory to
AUTHORITY the services set forth in Exhibit A, entitled "Scope of Work," attached to and, by this
reference, incorporated in and made a part of this Agreement. All services shall be provided at the
times and places designated by AUTHORITY.

B. CONSULTANT shall provide the personnel listed below to perform the above-specified

services, which persons are hereby designated as key personnel under this Agreement.

Names Functions
Mark Kadesh Project Manager
Chris Kierig Appropriations Process

C. No person named in paragraph B of this Article, or his/her successor approved by
AUTHORITY, shall be removed or replaced by CONSULTANT, nor shall his/her agreed-upon function
or level of commitment hereunder be changed, without the prior written consent of AUTHORITY.
Should the services of any key person become no longer available to CONSULTANT, the resume and

qualifications of the proposed replacement shall be submitted to AUTHORITY for approval as soon as

Page 2 of 13
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AGREEMENT NO. C-9-0202

possible, but in no event later than seven (7) calendar days prior to the departure of the incumbent key
person, unless CONSULTANT is not provided with such notice by the departing employee.
AUTHORITY shall respond to CONSULTANT within seven (7) calendar days following receipt of these
qualifications concerning acceptance of the candidate for replacement.

ARTICLE4. TERM OF AGREEMENT

This Agreement shall commence on March 1, 2009, and shall continue in full force and effect
through February 28, 2010, unless earlier terminated or extended as provided in this Agreement.

ARTICLE 5. PAYMENT

A. For CONSULTANT’s full and complete performance of its obligations under this Agreement
and subject to the maximum cumulative payment obligation provisions set forth in Article 6,
AUTHORITY shall pay CONSULTANT on a firm fixed monthly rate in accordance with the following
provisions.

B. On a monthly basis, over the term of this Agreement, or until terminated as provided
elsewhere in this Agreement, AUTHORITY shall pay CONSULTANT thirty (30) days in arrears for
services performed the previous month. For services rendered, CONSULTANT shall be paid $8,000.00
per month for work performed as set forth in the Scope of Work.

C. Work completed shall be documented in a monthly report prepared by CONSULTANT in
sufficient detail to satisfy AUTHORITY, which shall accompany each invoice submitted by
CONSULTANT. CONSULTANT shall also furnish such other information as may be requested by
AUTHORITY to substantiate the validity of an invoice.

D. Invoices shall be submitted by CONSULTANT on a monthly basis and shall be submitted in
duplicate to AUTHORITY’s Accounts Payable office. Each invoice shall be accompanied by the
monthly report specified in paragraph C of this Article. AUTHORITY shall remit payment within thirty
(80) calendar days of the receipt and approval of each invoice. Each invoice shall include the following
information:

/
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AGREEMENT NO. C-9-0202

1. Agreement No. C-9-0202;
The time period covered by the invoice;
Total monthly invoice (including year-to-date cumulative invoice amount);

Monthly Report;

o &~ w0 N

Certification signed by the CONSULTANT or his/her designated alternate that a)
The invoice is a true, complete and correct statement of reimbursable costs and progress; b) The
backup information included with the invoice is true, complete and correct in all material respects; c) All
payments due and owing to subcontractors and suppliers have been made; d) Timely payments will
be made to subcontractors and suppliers from the proceeds of the payments covered by the
certification and; e) The invoice does not include any amount which CONSULTANT intends to withhold
or retain from a subcontractor or supplier unless so identified on the invoice.
6. Any other information as agreed or requested by AUTHORITY to substantiate the

validity of an invoice.

ARTICLE6. MAXIMUM OBLIGATION

Notwithstanding any provisions of this Agreement to the contrary, AUTHORITY and
CONSULTANT mutually agree that AUTHORITY's maximum cumulative payment obligation (including
obligation for CONSULTANT’s profit) shall be Ninety-Six Thousand Dollars ($96,000.00) which shall
include all amounts payable to CONSULTANT for its subcontracts, leases, materials and costs arising
from, or due to termination of, this Agreement.

ARTICLE 7. NOTICES

All notices hereunder and communications regarding the interpretation of the terms of this
Agreement, or changes thereto, shall be effected by delivery of said notices in person or by depositing
said notices in the U.S. malil, registered or certified mail, returned receipt requested, postage prepaid
and addressed as follows:
/
/
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AGREEMENT NO. C-9-0202

To CONSULTANT: To AUTHORITY:

Kadesh & Associates, LLC Orange County Transportation Authority
316 Pennsylvania Avenue SE 550 South Main Street

Suite 403 P.O. Box 14184

Washington, DC 20003 Orange, CA 92863-1584

ATTENTION: Mark Kadesh ATTENTION: Carolina Coppolo

(202) 547-8801 (714) 560 - 5615

ARTICLE 8. INDEPENDENT CONTRACTOR

CONSULTANT's relationship to AUTHORITY in the performance of this Agreement is that of an
independent contractor. CONSULTANT's personnel performing services under this Agreement shall at
all times be under CONSULTANT's exclusive direction and control and shall be employees of
CONSULTANT and not employees of AUTHORITY. CONSULTANT shall pay all wages, salaries and
other amounts due its employees in connection with this Agreement and shall be responsible for all
reports and obligations respecting them, such as social security, income tax withholding, unemployment
compensation, workers' compensation and similar matters.

ARTICLE 9. INSURANCE

A. CONSULTANT shall procure and maintain insurance coverage during the entire term of this
Agreement. Coverage shall be full coverage and not subject to self<insurance provisions.
CONSULTANT shall provide the following insurance coverage:

1.  Commercial General Liability, to include Products/Completed Operations,
Independent Contractors’, Contractual Liability, and Personal Injury Liability with a minimum limit of
$1,000,000.00 per occurrence and $2,000,000.00 general aggregate.

2. Automobile Liability Insurance to include owned, hired and non-owned autos
with a combined single limit of $1,000,000.00 each accident;

3.  Workers’ Compensation with limits as required by the State of California including a

waiver of subrogation in favor of AUTHORITY, its officers, directors, employees or agents;
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AGREEMENT NO. C-9-0202

4. Employers’ Liability with minimum limits of $1,000,000.00; and
5.  Professional Liability with minimum limits of $1,000,000.00 per claim.

B. Proof of such coverage, in the form of an insurance company issued policy endorsement
and a broker-issued insurance certificate, must be received by AUTHORITY prior to commencement of
any work. Proof of insurance coverage must be received by AUTHORITY within ten (10) calendar days
from the effective date of this Agreement with the AUTHORITY, its officers, directors, employees and
agents designated as additional insured on the general and automobile liability. Such insurance shall
be primary and non-contributive to any insurance or self-insurance maintained by the AUTHORITY.

C. CONSULTANT shall include on the face of the Certificate of Insurance the Agreement
Number C-9-0202; and, the Contract Administrator's Name, Carolina Coppolo.

D. CONSULTANT shall also include in each subcontract the stipulation that subcontractors
shall maintain insurance coverage in the amounts required from CONSULTANT as provided in this
Agreement.

ARTICLE 10. ORDER OF PRECEDENCE

Conflicting provisions hereof, if any, shall prevail in the following descending order of
precedence: (1) the provisions of this Agreement, including all exhibits; (2) CONSULTANT’s proposal
dated January 5, 2009; (3) all other documents, if any, cited herein or incorporated by reference.

ARTICLE 11. CHANGES

By written notice or order, AUTHORITY may, from time to time, order work suspension and/or
make changes in the general scope of this Agreement, including, but not limited to, the services
furnished to AUTHORITY by CONSULTANT as described in the Scope of Work. If any such work
suspension or change causes an increase or decrease in the price of this Agreement, or in the time
required for its performance, CONSULTANT shall promptly notify AUTHORITY thereof and assert its
claim for adjustment within ten (10) calendar days after the change or work suspension is ordered, and
an equitable adjustment shall be negotiated. However, nothing in this clause shall excuse

CONSULTANT from proceeding immediately with the agreement as changed.
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AGREEMENT NO. C-9-0202

ARTICLE 12. DISPUTES

A. Except as otherwise provided in this Agreement, any dispute concerning a question of fact
arising under this Agreement which is not disposed of by supplemental agreement shall be decided by
AUTHORITY's Director, Contracts Administration and Materials Management (CAMM), who shall
reduce the decision to writing and mail or otherwise furnish a copy thereof to CONSULTANT. The
decision of the Director, CAMM, shall be final and conclusive.

B. The provisions of this Article shall not be pleaded in any suit involving a question of fact
arising under this Agreement as limiting judicial review of any such decision to cases where fraud by
such official or his representative or board is alleged, provided, however, that any such decision shall
be final and conclusive unless the same is fraudulent or capricious or arbitrary or so grossly erroneous
as necessarily to imply bad faith or is not supported by substantial evidence. In connection with any
appeal proceeding under this Article, CONSULTANT shall be afforded an opportunity to be heard and
to offer evidence in support of its appeal.

C. Pending final decision of a dispute hereunder, CONSULTANT shall proceed diligently with
the performance of this Agreement and in accordance with the decision of AUTHORITY's Director,
CAMM. This Disputes clause does not preclude consideration of questions of law in connection with
decisions provided for above. Nothing in this Agreement, however, shall be construed as making final
the decision of any AUTHORITY official or representative on a question of law, which questions shall be
settled in accordance with the laws of the state of California.

ARTICLE 13. TERMINATION

A. AUTHORITY may terminate this Agreement for its convenience at any time, in whole or
part, by giving CONSULTANT written notice thereof. Upon said notice, AUTHORITY shall pay
CONSULTANT its allowable costs incurred to date of termination and those allowable costs determined
by AUTHORITY to be reasonably necessary to effect such termination. Thereafter, CONSULTANT
shall have no further claims against AUTHORITY under this Agreement.

/
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AGREEMENT NO. C-9-0202

B. AUTHORITY may terminate this Agreement for CONSULTANT's default if a federal or state
proceeding for the relief of debtors is undertaken by or against CONSULTANT, or if CONSULTANT
makes an assignment for the benefit of creditors, or if CONSULTANT breaches any term(s) or violates
any provision(s) of this Agreement and does not cure such breach or violation within ten (10) calendar
days after written notice thereof by AUTHORITY. CONSULTANT shall be liable for all reasonable costs
incurred by AUTHORITY as a result of such default including, but not limited to, reprocurement costs of
the same or similar services defaulted by CONSULTANT under this Agreement.

ARTICLE 14. INDEMNIFICATION

CONSULTANT shall indemnify, defend and hold harmless AUTHORITY, its officers, directors,
employees and agents from and against any and all claims (including attorneys' fees and reasonable
expenses for litigation or settlement) for any loss or damages, bodily injuries, including death, damage
to or loss of use of property caused by the negligent acts, omissions or willful misconduct by
CONSULTANT, its officers, directors, employees, agents, subcontractors or suppliers in connection
with or arising out of the performance of this Agreement.

ARTICLE 15. ASSIGNMENTS AND SUBCONTRACTS

Neither this Agreement nor any interest herein nor claim hereunder may be assigned by
CONSULTANT either voluntarily or by operation of law, nor may all or any part of this Agreement be
subcontracted by CONSULTANT, without the prior written consent of AUTHORITY. Consent by
AUTHORITY shall not be deemed to relieve CONSULTANT of its obligations to comply fully with ali
terms and conditions of this Agreement.

ARTICLE 16. AUDIT AND INSPECTION OF RECORDS

CONSULTANT shall provide AUTHORITY, or other agents of AUTHORITY, such access to
CONSULTANT's accounting books, records, payroll documents and facilities, as AUTHORITY deems
necessary. CONSULTANT shall maintain such books, records, data and documents in accordance
with generally accepted accounting principles and shall clearly identify and make such items readily

accessible to such parties during CONSULTANT's performance hereunder and for a period of four (4)
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AGREEMENT NO. C-9-0202

years from the date of final payment by AUTHORITY. AUTHORITY’s right to audit books and records
directly related to this Agreement shall also extend to all first-tier subcontractors identified in Article 15
of this Agreement. Consultant shall permit any of the foregoing parties to reproduce documents by any
means whatsoever or to copy excerpts and transcriptions as reasonably necessary.

ARTICLE 17. FEDERAL, STATE AND LOCAL LAWS

CONSULTANT warrants that in the performance of this Agreement, it shall comply with all
applicable federal, state and local laws, statutes and ordinances and all lawful orders, rules and
regulations promulgated thereunder.

ARTICLE 18. EQUAL EMPLOYMENT OPPORTUNITY

In connection with its performance under this Agreement, CONSULTANT shall not discriminate
against any employee or applicant for employment because of race, religion, color, sex, age or national
origin. CONSULTANT shall take affirmative action to ensure that applicants are employed, and that
employees are treated during their employment, without regard to their race, religion, color, sex, age or
national origin. Such actions shall include, but not be limited to, the following: employment, upgrading,
demotion or transfer; recruitment or recruitment advertising; layoff or termination; rates of pay or other
forms of compensation; and selection for training, including apprenticeship.

ARTICLE 19. PROHIBITED INTERESTS

CONSULTANT covenants that, for the term of this Agreement, no director, member, officer or
employee of AUTHORITY during his/her tenure in office or for one (1) year thereafter shall have any
interest, direct or indirect, in this Agreement or the proceeds thereof.

ARTICLE 20. PROFESSIONAL CONFLICT OF INTEREST/PROHIBITION

A. If either CONSULTANT or AUTHORITY determines that a matter of professional conflict or
potential conflict of interest has arisen during CONSULTANT'’s representation, which should not or
could not be postponed until the conclusion of the representation, CONSULTANT or AUTHORITY shall
immediately provide written notice detailing said conflict. A professional conflict of interest shall be

deemed to have arisen when CONSULTANT is representing more than one client and CONSULTANT
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AGREEMENT NO. C-9-0202

has taken or will take a position on behalf of another client that is contrary to AUTHORITY’s policy
position or direction. In that event, CONSULTANT shall immediately resolve the conflict by recusing
itself from representation of AUTHORITY or other client on that matter.

B. CONSULTANT shall be prohibited from representing or lobbying for any party competing for
a contract with AUTHORITY (either as a prime or a subcontractor).

ARTICLE 21. OWNERSHIP OF REPORTS AND DOCUMENTS

A. The originals of all letters, documents, reports and other products and data produced under
this Agreement shall be delivered to, and become the property of AUTHORITY. Copies may be made
for CONSULTANT's records but shall not be furnished to others without written authorization from
AUTHORITY. Such deliverables shall be deemed works made for hire and all rights in copyright therein
shall be retained by AUTHORITY.

B. All ideas, memoranda, specifications, plans, manufacturing, procedures, drawings,
descriptions, and all other written information submitted to CONSULTANT in connection with the
performance of this Agreement shall not, without prior written approval of AUTHORITY, be used for any
purposes other than the performance under this Agreement, nor be disclosed to an entity not connected
with the performance of the project. CONSULTANT shall comply with AUTHORITY’s policies regarding
such material. Nothing furnished to CONSULTANT which is otherwise known to CONSULTANT or is or
becomes generally known to the related industry shall be deemed confidential. CONSULTANT shall not
use AUTHORITY’s name, photographs of the project, or any other publicity pertaining to the project in
any professional publication, magazine, trade paper, newspaper, seminar or other medium without the
express written consent of AUTHORITY.

C. No copies, sketches, computer graphics or graphs, including graphic artwork, are to be
released by CONSULTANT to any other person or agency except after prior written approval by
AUTHORITY, except as necessary for the performance of services under this Agreement. All press
releases, including graphic display information to be published in newspapers, magazines, etc., are to

be handled only by AUTHORITY unless otherwise agreed to by CONSULTANT and AUTHORITY.
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AGREEMENT NO. C-9-0202

ARTICLE 22. PATENT AND COPYRIGHT INFRINGEMENT

A. Inlieu of any other warranty by AUTHORITY or CONSULTANT against patent or copyright
infringement, statutory or otherwise, it is agreed that CONSULTANT shall defend at its expense any
claim or suit against AUTHORITY on account of any allegation that any item furnished under this
Agreement or the normal use or sale thereof arising out of the performance of this Agreement, infringes
upon any presently existing U. S. letters patent or copyright and CONSULTANT shall pay all costs and
damages finally awarded in any such suit or claim, provided that CONSULTANT is promptly notified in
writing of the suit or claim and given authority, information and assistance at CONSULTANT's expense
for the defense of same. However, CONSULTANT will not indemnify AUTHORITY if the suit or claim
results from: (1) AUTHORITY's alteration of a deliverable, such that said deliverable in its altered form
infringes upon any presently existing U.S. letters patent or copyright; or (2) the use of a deliverable in
combination with other material not provided by CONSULTANT when such use in combination infringes
upon an existing U.S. letters patent or copyright.

B. CONSULTANT shall have sole control of the defense of any such claim or suit and all
negotiations for settlement thereof. CONSULTANT shall not be obligated to indemnify AUTHORITY
under any settlement made without CONSULTANT's consent or in the event AUTHORITY fails to
cooperate fully in the defense of any suit or claim, provided, however, that said defense shall be at
CONSULTANT's expense. If the use or sale of said item is enjoined as a result of such suit or claim,
CONSULTANT, at no expense to AUTHORITY, shall obtain for AUTHORITY the right to use and sell
said item, or shall substitute an equivalent item acceptable to AUTHORITY and extend this patent and
copyright indemnity thereto.

ARTICLE 23. FINISHED AND PRELIMINARY DATA

A. All of CONSULTANT’s finished technical data, including but not limited to illustrations,
photographs, tapes, software, software design documents, including without limitation source code,
binary code, all media, technical documentation and user documentation, photoprints and other graphic

information required to be furnished under this Agreement, shall be AUTHORITY’s property upon

Page 11 of 13

C:\Documents and Settings\swendt\Local Settings\Temporary Internet Files\OLK3E\Draft Agreement.doc




© 0O N O o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

AGREEMENT NO. C-9-0202

payment and shall be furnished with unlimited rights and, as such, shall be free from proprietary
restriction except as elsewhere authorized in this Agreement. CONSULTANT further agrees that it
shall have no interest or claim to such finished, AUTHORITY-owned, technical data; furthermore, said
data is subject to the provisions of the Freedom of Information Act, 5 USC 552.

B. It is expressly understood that any title to preliminary technical data is not passed to
AUTHORITY but is retained by CONSULTANT. Preliminary data includes roughs, visualizations,
software design documents, layouts and comprehensives prepared by CONSULTANT solely for the
purpose of demonstrating an idea or message for AUTHORITY’s acceptance before approval is given
for preparation of finished artwork. Preliminary data title and right thereto shall be made available to
AUTHORITY if CONSULTANT causes AUTHORITY to exercise Article 11, and a price shall be
negotiated for all preliminary data.

ARTICLE 24. ALCOHOL AND DRUG POLICY

AUTHORITY and CONSULTANT shall provide under this Agreement, a safe and healthy work
environment free from the influence of alcohol and drugs. Failure to comply with this Article may result
in nonpayment or termination of this Agreement.

ARTICLE 25. FORCE MAJEURE

Either party shall be excused from performing its obligations under this Agreement during the
time and to the extent that it is prevented from performing by an unforeseeable cause beyond its
control, including but not limited to: any incidence of fire, flood; acts of God; commandeering of material,
products, plants or facilities by the federal, state or local government; national fuel shortage; or a
material act or omission by the other party; when satisfactory evidence of such cause is presented to
the other party, and provided further that such nonperformance is unforeseeable, beyond the control
and is not due to the fault or negligence of the party not performing.

/
/
/
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AGREEMENT NO. C-9-0202

This Agreement shall be made effective upon execution by both parties.
IN WITNESS WHEREOF, the parties hereto have caused this Agreement No. C-9-0202 to be

executed on the date first above written.

KADESH & ASSOCIATES, LLC ORANGE COUNTY TRANSPORTATION AUTHORITY
By By
Mark Kadesh Arthur T. Leahy
President Chief Executive Officer
APPROVED AS TO FORM:
By

Kennard R. Smart, Jr.
General Counsel

APPROVED:
By

Richard Bacigalupo
Manager, Federal Relations
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ATTACHMENT C

Proposed Objectives and Evaluation Criteria

Reporting Relationship

The Manager of Federal Relations and/or his/her designee will be the key contact
and will direct the work of the consultant.

Role of the Consultant

Under the direction of the Manager of Federal Relations and/or his/her designee, the
consultant shall be responsible for implementing the objectives described below:

Objectives

Objective 1: Maintain regular contact with the Executive Branch, members of
Congress and committee staff, and relevant departments, agencies, boards,
commissions, committees, and staff to determine impending changes in laws,
regulations, and funding priorities that relate to the Orange County Transportation
Authority (OCTA).

e Meet with members of the Executive Branch and Congress to discuss
policy issues affecting OCTA.

e Attend hearings of the relevant congressional committees and report
issues that could affect funding or programming of OCTA projects.

e Attend meetings and be aware of the activities of major transportation
trade associations and public interest groups and report issues learned at
these meetings which impact OCTA.

e Participate in transportation related meetings with various federal
departments, including, but not limited to, the Department of
Transportation, Department of Health and Human Services, Department of
Labor, and Environmental Protection Agency.

Evaluation Factors Objective 1:
1. Content and timeliness of electronic reports of issues that could affect
OCTA projects or funding.
2. Extent to which issues are resolved based on consultant’s advice.

Objective 2: Notify OCTA in a timely manner of anticipated, newly introduced, or
amended federal legislation and proposed regulations which could impact OCTA.
e Provide bill number and brief summary of introduced or amended federal
legislation via e-mail.
¢ Provide information relative to legislative hearings.
e Advise OCTA of proposed transportation, environmental, employment,
health and human services, and safety related legislation and regulations
which could impact OCTA and provide copies as requested.



Evaluation Factors Objective 2:

1. Timeliness of notice of legislation, committee analyses, and proposed
regulations provided.

2. Timeliness and accuracy of electronic notification of introduced bills and
amendments, with summaries.

3 Extent of participation of OCTA at relevant legislative hearings.

4. Effectiveness of advice on which actions should be taken and the timing of
such actions.

Objective 3 Advocate OCTA’s legislative program, projects, and positions on
legislation, proposed regulations, and funding priorities as adopted by the Board of
Directors.

¢ Participate in the preparation of OCTA’s legislative program by informing
staff of upcoming legislative proposals, budget forecasts, and potential
policy issues.

o Assist in drafting proposed amendments to legislation and regulations.
Testify on behalf of OCTA or prepare Board Members or staff to testify
regarding Board-adopted positions on legislation at committee hearings,
as appropriate.

e Assist in the preparation of specific appropriation funding requests.

Assist in the drafting of all written correspondence, testimony, and position
papers given on behalf of OCTA.

e Schedule meetings with congressional members, administrative offices,
and departments for OCTA Board Members and staff to advocate
legislative and funding priorities.

e Participate in transit and transportation lobbying coalitions.

Analyze and prepare advice on the proposed federal budget as it relates
to transportation, including, but not limited to, identifying
decreases/increases in existing programs, new funding sources, and
strategies to enhance transportation funding for OCTA.

Evaluation Factors Objective 3:

1. Completeness and accuracy of all written correspondence, testimony, and
position papers given on behalf of OCTA.

2. Effectiveness of furthering OCTA goals in meetings with legislators and
administration officials.

3. Effectiveness in obtaining appropriations of specific project funding
requests.

4. Extent to which advocacy resulted in the achievement or furtherance of
OCTA'’s legislative program.

Objective 4: Provide written and oral reports.
e Prepare monthly written reports highlighting transportation and related
developments in Washington, D.C. of importance to OCTA.
e Submit an annual written report of advocacy activities and
accomplishments.
o As determined by OCTA, present oral reports to the Board of Directors
during regular meetings.



e Meet with OCTA staff and Board Members to establish a strategy for
presenting OCTA's program in Washington, D.C.

e As determined by OCTA, participate via telephone in the Legislative and
Government Affairs Committee meeting or other designated committee of
the Board of Directors.

e Maintain close contact with the Manager of Federal Relations on day to
day issues of importance to the OCTA .

e Provide electronic updates via e-mail to designated recipients on meetings
of Congress, transportation issues of importance, press releases, and
other issues of importance to OCTA.

Evaluation Factors Objective 4:

1. Clarity and correctness of monthly written reports highlighting
transportation and related developments in Washington, D.C.

2. Clarity and correctness of oral reports giving advocacy advice.

3. Correctness and effectiveness of advice to OCTA.

4. Based upon knowledge of OCTA, ability to quickly determine relevant
federal issues for action and reporting.

5. Timeliness and accuracy of electronic updates on issues of importance.

Objective 5: Availability and participation during visits to Washington, D.C.
e Assist in the preparation of meeting materials and message for visits.
e Provide briefings in Washington, D.C. in conjunction with meetings on the
Hill.
¢ When requested, accompany OCTA at relevant meetings.
¢ Provide follow-up information and materials to persons visited.

Evaluation Factors Objective 5:
1. Extent to which visits to Washington, D.C. are coordinated and materials
are available for efficient and effective meetings.
2. Timeliness and accuracy of follow-up actions based on meetings.

Objective 6: Provide monthly invoices of services provided.
¢ Provide a written summary of activities undertaken on behalf of OCTA.
e Provide a list of issues advocated during the month and status.

Evaluation Factors Objective 6:
1. Clarity and completeness of monthly invoice that includes a written
summary of meetings attended on behalf of OCTA, and list and status of
issues advocated during the month.



ATTACHMENT D

Proposed Scope of Work for Contract with Kadesh & Associates, LLC
Consultant shall perform the following tasks as required by the Orange
County Transportation Authority (OCTA):
Legislation, Regulation, and Policy Tasks
1. In furtherance of the policies and goals of the OCTA Federal Legislative

Platform, recommend appropriate roles for OCTA Board Members and local
elected officials at key stages of the legislative process.

2. Advise staff and prepare follow up actions to support appropriations requests.

3. Coordinate the overall schedule and message for OCTA Board Members and
staff during trips to Washington, D.C.

4. Assist in the drafting of letters, statutory or report language, and other written
materials necessary to ensure that the goals and objectives of the OCTA
legislative program are fulfilled.

Client Coordination and Communication

5. Coordinate all activities with OCTA’s Manager of Federal Relations.

6. Participate in a biweekly conference call with OCTA staff, lobbyists, and other
Orange County entities as appropriate.

7. Provide on-site oral reports to Board at OCTA Headquarters (not to exceed
six/year).

8. Provide monthly activity and status reports.

9. File all necessary forms with federal offices regarding representation of OCTA.



Contact Assignments

10.Jointly coordinate all communications with the members of the Orange County
Congressional Delegation through the Manager of Federal Relations focusing
on the California senators.

11.Represent OCTA to the offices of the California senators.

12.Jointly with other OCTA federal legislative consultants represent OCTA to the
Majority Leader of the Senate.

13. Primarily, and in conjunction with OCTA’s other federal legislation consultants,
represent OCTA regarding the following subject matter areas:

Passenger rail safety

Passenger rail capacity improvement

LOSSAN Corridor service integration

California to Nevada Maglev high-speed rail

California High-Speed Rail

Federal environmental and climate change legislation relating to

transportation

~oooUTw






OCTA

BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To:

From:

Members of the Board of Directors
WY
Wendy Knowles, Clerk of the Board

Subject: Proposition 1B State-Local Partnership Program Project

Approvals

Highways Committee Meeting of February 2, 2009

Present: Directors Amante, Cavecche, Glaab, Green, Mansoor, Nguyen,

Norby, and Pringle

Absent: Director Dixon

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendations

A

Authorize the Chief Executive Officer to submit project nominations to
the California Transportation Commission for the Proposition 1B
State-Local Partnership Program and commit local matching funds as
proposed.

Authorize staff to make all necessary amendments to the
Regional Transportation Improvement Program and execute any
necessary agreements to facilitate the actions above.

Authorize the Chief Executive Officer to submit additional projects or
substitute eligible projects from the Measure M streets and roads
program as necessary to retain all Proposition 1B State-Local
Partnership Program revenue for fiscal year 2008-09.

Orange County Transportation Authority

550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

February 2, 2009

To: Highways Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Proposition 1B State-Local Partnership Program Project
Approvals

Overview

The guidelines for the Proposition 1B State-Local Partnership Program have
been released and staff has developed a program of projects to submit to the
California Transportation Commission. The project nominations are presented
for approval.

Recommendations

A. Authorize the Chief Executive Officer to submit project nominations to
the California Transportation Commission for the Proposition 1B
State-Local Partnership Program and commit local matching funds as
proposed.

B. Authorize staff to make all necessary amendments to the Regional
Transportation Improvement Program and execute any necessary
agreements to facilitate the actions above.

C. Authorize the Chief Executive Officer to submit additional projects or
substitute eligible projects from the Measure M streets and roads
program as necessary to retain all Proposition 1B State-Local
Partnership Program revenue for fiscal year 2008-09.

Background

Proposition 1B, passed by the voters in November 2006, included
the State-Local Partnership Program (SLPP); however, implementing
legislation was still needed to determine the funding methodology. On
September 20, 2008, the Governor signed AB 268 (Chapter 756, Statues of 2008),
establishing the distribution of funds primarily on a formula basis to match local
voter-approved taxes. In the fall, guidelines for the SLPP were distributed

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)



Proposition 1B State-Local Partnership Program Project Page 2
Approvals

statewide for comments, and the California Transportation Commission (CTC)
adopted the final draft at its December 11, 2008, meeting.

Discussion

The SLPP is a five-year program which intends to reward entities with a
voter-approved local transportation sales tax measure by offering a dollar-for-dollar
match to fund project construction or equipment acquisition for transportation
projects funded by local transportation sales tax funds. Orange County’s
estimated annual available funding share is $16.4 million for
fiscal years (FY) 2009-13. Pre-construction phase activities may not be funded
with SLPP funds and initial project allocations may be made as early as
April 2009. The SLPP funds not used in one FY roll forward into the next FY.

The CTC guidelines include the following major requirements:

. A dollar-for-dollar local match

o Match funds must be provided from the transportation tax that qualifies
the applicant for SLPP funding

. SLPP will fund project construction or equipment acquisition.

. CTC policy requires that SLPP allocations are valid for encumbrance for

six months from the date of approval

Projects that are already funded through other Proposition 1B programs which
use Measure M funds for the required local match are not eligible for these
funds.

The Orange County Transportation Authority (OCTA) Measure M funds are
used to deliver freeway, rail transit, and street and road projects. The
Measure M freeway projects are either complete or well underway and thus not
eligible. The Metrolink Major Expansion Program is the outstanding element of
the Measure M transit program; however, OCTA is pursuing a shift of
Proposition 116 funds to this project. Renewed Measure M freeway and transit
projects were also reviewed; however, the near-term delivery requirements and
use of other Proposition 1B funds for those projects also limits the ability to add
SLPP.

Therefore, the Measure M streets and roads projects were considered for
SLPP nominations. The Combined Funding Transportation Program (CTFP)
dedicates the Measure M revenue available to local jurisdictions for streets and
roads improvement projects. The CTFP is further divided into sub-programs
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including the Smart Streets Program (SSP), Regional Interchange Program,
Intersection Improvement Program, Signal Improvement Program, and the
Master Plan of Arterial Highways. These sub-programs provide potential
projects eligible to use SLPP funds (Attachment A).

The SSP projects are proposed to be nominated in this submittal along with
other projects included in the CTFP. The SSP is a regional program that is
sponsored by OCTA and 100 percent funded with Measure M dollars. Recent
changes in project costs, and loss of forecasted Measure M funds due to
economic downturn, combined with the readiness state of the projects makes
these ideal candidates for SLPP funding.

The project nominations to the state propose four SSP projects valued at
$24 million, which will result in approximately $12 million in new SLPP revenue
for this program. OCTA staff recommends allocation of the SLPP to following
four projects:

Sponsoring Project Total Eligible Measure M* New
Agency Construction Cost Proposition 1B
SLPP Revenue
La Habra Imperial $11,930,087 $5,965,044 $5,965,043
Highway
Brea Imperial $400,000 $200,000 $200,000
Highway
Anaheim Katella Avenue —
Humor Drive to $4,800,000 $2,400,000 $2,400,000
Jean Street
County Katella Avenue —
Stanton Channel
to Jean Street $6,727,872 $3,363,936 $3,363,936
Recommended All
SLPP Program Projects/Totals $23,857,959 $11,928,980 $11,928,979

* Eligible Measure M contribution 1:1 match to SLPP revenue.

This will allow OCTA to fully fund the remaining segments of the SSP program
and capture most of the SLPP funds for FY 2008-09. In addition, staff will
continue with its efforts to identify other eligible projects within the CTFP
sub-programs to nominate for the remaining SLPP funds. This effort requires
further coordination with the Technical Steering Committee and the Technical
Advisory Committee (TAC) to ensure all of the capacity available to Orange
County within the SLPP is programmed as early as possible.
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The additional projects will be selected based on the SLPP guideline criteria,
the implementing agency’s willingness to become an SLPP recipient
(requires an audit and semi-annualffinal reporting), project readiness
(bringing revenue into the sub-programs as quickly as possible), and the
overall dollar value of the project. This issue will be discussed at the
January 28, 2009, TAC meeting where OCTA will be soliciting further
nominations from local agencies. Staff will report back to the Board of
Directors (Board) in March 2009 with the final FY 2008-09 SLPP list of
nominated projects and will return with project nominations for approval for
future FY distributions. Any unused portion of OCTA’s SLPP formula share will
remain available in future funding cycles and until OCTA programs the funds.

Measure M revenues made available by the infusion of SLPP funds to projects
previously programmed with Measure M funds will flow back to the program of
project origin. These funds will be used initially to offset any shortfalls in that
specific program. Staff will evaluate whether there are sufficient revenues to
warrant an additional call for projects before the current Measure M expires
in 2011.

Project nominations are due to the CTC on February 17, 2009, and staff is
preparing the nomination package. The guidelines require the implementing
agency to sign the nomination package; therefore, coordination with local
jurisdictions is critical to the success of OCTA’s submission.

State Budget Crisis and Bond Sales

Proposition 1B funds, including the SLPP, are general obligation bonds
secured by the state general fund. The current state budget crisis is impacting
all bond-funded activities in the state and may impact this proposed program.
Proposition 1B funds are approved in a multi-step process that includes
approval by the CTC for the application/allocation of funds, the approval
of the bond sales by the state Pooled Money Investment Board (PMIB), and
the deposit of the bond proceeds into the state Pooled Money Investment
Account (PMIA). The State Treasurer chairs the PMIB and other members
include the State Controller and the State Director of Finance. In an effort to
preserve the state’s cash resources during the current budget crisis, on
December 17, 2008, the PMIB voted to freeze disbursements from PMIA funds
for all bond-funded programs. At the January 16, 2009, meeting the PMIB
eased the freeze by approving $650 million in expenditures which will be
prioritized for expenditure by the Department of Finance. It is unclear whether
or not the SLPP funds will be considered a priority, and OCTA will continue to
monitor and advocate for SLPP bond sales.
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Summary

Staff seeks Board authorization to submit a program of projects to the CTC to
secure SLPP funding up to Orange County’s share of $16.451 million for
FY 2008-09, including the submittal of projects that meet the SSLP guidelines,
amending the Regional Transportation Improvement Program and any
agreements necessary to facilitate the required actions, adding in selected
projects from the Measure M streets and roads program, and the transfer of
Measure M revenue within the SSP to provide the required dollar-for-dollar
match in each of the individual projects.

Attachment

A. Measure M Proposition 1B State-Local Partnership Program - Eligible
Projects

Prepared by: Approved b

Adriann Cardoso Kia Mortazavi (
Section Manager, Capital Programs Executive Director, Development

(714) 560-5915 (714) 560-5741



ATTACHMENT A

Measure M Proposition 1B State-Local Partnership Program - Eligible Projects
Regional Street and Road Projects

........................ e See defail and table in stalf repord
______________________ jRegionaI Interchange Program
Anaheim .. GeneAutryhigh-occupancy vehicie @ Sania Ana Freeway (inferstate 5)
Anaheim ; East Street at Riverside Freeway (State Route 91)

...........................................................................................................................................

SantaAna T T MacArthur Boulevard widening|
SantaAna i...... MacArthur Boulevard widening @ Costa Mesa Freeway (State Route 55) southbound on-ramp|
_______________________ j!ntersection Improvement Program L R
Aliso Viejo T Rliso Creek and Pacific Park intersection widening|
Anaheim e Kraemer Boulevard/La Paima Avenue intersection|
Brea .. .. I Birch Street and Kraemer Boulevard|
County of Orange i~~~ " Ortega Highway @ Antonio Parkway intersection|

Mission Viejo |~ "\ Crown Valley ParkwayiMarguerite Parkway intersection improvements|
Orange e Kattella Avenue/Wanda Road intersection improvements|
Orange i Tustin Street and Meats Avenue|
Placentia T Alta Vista Street/Rose Drive|
Placentia I Kraemer Boulevard/Bastanchury Road|

________________________ E§§g_nal Improvement Program N
Anaheim i-......Anaheim Boulevard inteligent transportation system - northern ity fimits to southern city limits|
Anaheim el Broadway Street east intelligent transportation system - Loara Street east|
Anaheim S Brookhurst Street intelligent transportation system - Falmouth Avenue to Ball Road
Anaheim e Knott Street intelligent transportation system - Ball Road to Crescent Avenue
Anaheim N Kramer Boulevard intelligent transportation system - La Jolla Street to Frontera Street|
BuenaPark et Knott Avenue signal timing
BuenaPark & La Palma Avenue signal timing]
BuenaPark 2 Valiey View Street signal timing|
P S e Closed circuit television installation (Phase 4))
U On Euclid Street signal improvement
Fullerton Orangethorpe Avenue traffic signal coordination

Mission Viejo = 1 Marguerite Parkway and Los Alisos Boulevard
Mission Viejo e Oso Parkway and Felipe Road signal coordination and closed circuit television
Newport Beach & Jamboree Road corridor traffic signal modernization|
Qrange ... oo eemeee e eaeeen ... Northwest Orange area wide signal coordination
Placentia e e Bastanchury Road/Valencia Avenue signal extension|
SentaAna e Fairview Road/Harbor Boulevard interchange and intertie with Fountain Valley,
SentaAna e System detection and transportation information system|
Seal Beach Signal interconnect along Los Alamitos Boulevard|
Westminster L City of Westminster intelligent transportation system (Phase 3),
Westminster i City of Westminster intelligent transportation system (Phase 4))
__________________ :Master Plan of Arterial Highways Improvem_e_nts L
Labalma T La Palma Avenue/Dei Amo Boulevard over Coyote Creek|
LaPama e Walker Street/Marquardt Avenue over Coyote Creek|
LagunaHills e La Paz Road (Cabot Drive to Interstate 5)
Los Alamitos e eeeeeeeee oo oo LOS Alamitos Boulevard improvements (Phase 2)|
Orange ;... Main Street Widening (260 feet north of Paimyra Avenue fo 300 feet south of Chapman Aveniue)
Santa Ana ' First Street Widening: Susan Street to Fairview Road




10.



ocTA BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
e
From: Wendy Knowles, Clerk of the Board

Subject: Vanpool Program Update and Request to Amend Subsidy
Budget

Finance and Administration Committee meeting of January 28, 2009

Present: Directors Amante, Bates, Brown, Campbell, Green, and
Moorlach
Absent: Director Buffa

Committee Vote

This item was passed by all Committee Members present.

Director Bates was not present to vote on this item.

Committee Recommendations

A. Amend the Orange County Transportation Authority's Fiscal Year
2008-09 Budget by $101,342 to cover additional subsidies as a result
of revised growth projections for the vanpool program.

B. Amend the Orange County Transportation Authority's revenue budget
by $89,718 to recognize the federal funds that will cover the cost of this
amended expense and increase Local Transportation Funds by
$11,624 to cover the balance.

C. Receive and file the vanpool program update.

Orange County Transportation Authority
550 South Main Street/P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

January 28, 2009

To: Finance and Administration Committee
From: Arthur T. Leahy, Chief Executive Officer

Subject: Vanpool Program Update and Request to Amend Subsidy Budget

Overview

The Orange County Transportation Authority vanpool program has shown
steady growth since its inception in July 2007 and exceeded projections during
fiscal year 2008-09. At the end of 2008, there were a total of 275 vanpools
active in the program. This report provides an update on the program and
requests authorization to amend the budget for vanpool subsidies.

Recommendations

A Amend the Orange County Transportation Authority’s Fiscal Year 2008-09
Budget by $101,342 to cover additional subsidies as a result of revised
growth projections for the vanpool program.

B. Amend the Orange County Transportation Authority’s revenue budget by
$89,718 to recognize the federal funds that will cover the cost of this
amended expense and increase Local Transportation Fund by $11,624 to
cover the balance.

C. Receive and file the vanpool program update.
Background

In July 2007, the Orange County Transportation Authority (OCTA) launched the
vanpool program to offer commuters a transportation option for their daily
home-to-work trips. Since the launch, the program has grown steadily with 275
active vans serving 48 unique worksites at the end of December 2008. Serving
as one of the region’s transportation control measures, the vanpool program
helps OCTA achieve Regional Transportation Plan emission reduction targets.

The vanpool service is delivered through private vanpool providers. OCTA offers
a $400 monthly subsidy per van for qualified vanpools with seed funding provided

Orange County Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584/(714) 560-OCTA (6282)
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primarily through the Congestion Mitigation and Air Quality (CMAQ) improvement
program. In fiscal year (FY) 2007-08, the total subsidy paid for the vanpools was
$670,519.

In addition to the vanpool program’s many benefits, OCTA includes vanpool
statistics in the National Transit Database (NTD). NTD ftransit data forms the
basis for generating federal Section 5307 grant funding. Based on federal
apportionments rates, OCTA is expected to receive Section 5307 funding at a
rate of slightly more than two dollars for every one expended on the vanpool
program. These funds will be received approximately 18 months following the
completion of the first fiscal year of operation and will be available for future
transit services, including the vanpool program.

Discussion

The vanpool program is one component of OCTA’s Commuter Solutions program
that encompasses a variety of rideshare options and support services for
Orange County employers and their employees. Furthermore, the vanpool
program provides these specific benefits:

o Utilizes a public-private partnership model where riders pay a greater
share of costs than traditional bus and rail transit (riders pay on average
more than 70 percent of vanpool total costs)

o Expands the service area and complements existing bus and rail transit

o Increases mobility and provides air quality benefits by reducing vehicle
miles of travel and emissions. The average car emits a quarter-pound
of pollutants each mile it is driven. On a 100-mile commute, a single car
can release 25 pounds of pollutants into the air

. Assists employers with meeting air quality mandates by increasing their
average vehicle ridership (AVR) numbers
. Increases the federal apportionment for transit

The vanpool program was launched July 1, 2007 and by June 30, 2008, grew to
205 active vanpools serving 42 unique worksites in Orange County. Within the
first year, the OCTA vanpool program is credited with reducing vehicle miles
traveled by more than 13 million and eliminating an average of 1,450 cars from
Orange County roadways on an average weekday.

Between July and December 2008, the program growth surpassed projections by
12 vans on average per month. Based on the growth rate experienced to date
this fiscal year, it is anticipated there will be 351 vanpools operating by the
fiscal year end. The current budget for vanpool subsidies for FY 2008-09 is
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$1,262,168. Attachment A shows the revised projection for program growth
and subsidy requirements through the end of the current fiscal year.

Vanpooling in Southern California is a growing commute alternative.
Los Angeles and San Diego counties claim to have more than 1,300 vanpools
receiving subsidies provided by Los Angeles County Metropolitan Transportation
Authority (LACMTA) and San Diego Association of Governments (SANDAG).
Many vanpools receiving subsidies from LACMTA or SANDAG originate in
Orange County. Most park-and-ride facilities in Orange County are currently at or
near capacity. OCTA is looking for ways to add new or expanded park-and-ride
facilities to accommodate users. For example, a plan to expand the Golden West
Transportation Center is included in the OCTA’s economic stimulus proposal.

Fiscal Impact

Amend the Orange County Transportation Authority's Fiscal Year 2008-09
Budget, Account 1842-7313-D4621-L77, by $101,342 as a result of revised
growth projections for the vanpool program.

In addition, amend revenue Account 0030-6037-D4621-L77 by $89,718 to
recognize the federal funds that will cover the cost of this amended expense.
The remaining portion, $11,624, will be covered via Local Transportation Fund.

Summary
It is requested the Board of Directors receive and file the vanpool program

update and authorize the transfer of funds to ensure that vanpool subsidies can
be paid through the end of the current fiscal year.
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Attachment

A. Vanpool Subsidies - Original & Revised Budget Assumptions
Fiscal Year 2008-09

Prepared by: Approved by:
002, Brnt o
(0 1o
andy Boyle Ellen S. Burton
Section Manager, Marketing Executive Director, External Affairs

714-560-5893 714-560-5923



Vanpool Subsidies - Original & Revised Vanpool Assumptions
Fiscal Year 2008-09

Budget Assumption * Actual Vans Added
Month No. Vans Subsidy ($) No. Vans Subsidy ($) | (Over Prior Month)
June 205
July 220| $ 84,000 213/ $ 85,181 8
August 2291 % 87,360 224|$ 89,573 11
September 238] % 90,854 230[$ 92,000 6
October 247( % 94,489 255| $ 102,574 25
November 257] % 98,268 2701 $ 107,600 15
December 268 $ 102,199 275/ $ 110,000 5
Projected Actual (average 12 vans/month added)
January 2781 % 106,287 2901 $ 116,148 12
February 290( % 110,538 302|$ 120,602 12
March 301 $ 114,960 313| $ 125,234 12
April 313| § 119,558 325|$ 130,051 12
May 326( $ 124,341 338/ $ 135,061 12
June 339{ $ 129,314 351/ $ 140,272 12
Total $ 1,262,168 $ 1,354,297
Difference $ 92,129
Contingency (10%) $ 9,213
Total Budget Request | $ 101,342

* Budget assumed 4% growth rate each month

VY IN3JWHOVLLV
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OCTA

BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
From: Wendy KnMo;vIes, Clerk of the Board

Subject: Close-Out Audit of Joint Powers Agreement No. 12-281,
San Diego Freeway (Interstate 405)/Costa Mesa Freeway
(State Route 55) Interchange High-Occupancy Vehicle
Connectors

Finance and Administration Committee meeting of January 28, 2009

Present: Directors Amante, Bates, Brown, Campbell, Green, and
Moorlach
Absent: Director Buffa

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Direct Orange County Transportation Authority staff to implement
recommendations two through four in the close out audit of Joint Powers
Agreement No. 12-281, San Diego Freeway (Interstate 405)/Costa Mesa
Freeway (State Route 55) Interchange High-Occupancy Vehicle Connectors,
Internal Audit Report No. 08 011, except for initiating a claim to the
California Department of Transportation.

Orange County Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

January 28, 2009

To: Finance and Administration Committee
A~
From: Arthur T. Leahy, Chief Executive Officer

Subject: Close-Out Audit of Joint Powers Agreement No. 12-281, San
Diego Freeway (Interstate 405)/Costa Mesa Freeway (State
Route 55) Interchange High-Occupancy Vehicle Connectors

Overview

Under the direction of the Internal Audit Department of the Orange County
Transportation Authority, a close-out audit of Joint Powers Agreement 12-281,
San Diego Freeway (Interstate 405)/Costa Mesa Freeway (State Route 55)
Interchange High-Occupancy Vehicle Connectors, between the Orange County
Transportation Authority and the California Department of Transportation has
been completed. Recommendations have been offered to improve contract
administration. Both the California Department of Transportation and
management have provided responses.

Recommendation

Direct Orange County Transportation Authority staff to implement
recommendations two through four in the close-out audit of Joint Powers
Agreement No. 12-281, San Diego Freeway (Interstate 405)/Costa Mesa
Freeway (State Route 55) Interchange High-Occupancy Vehicle Connectors,
Internal Audit Report No. 08-011, except for initiating a claim to the
California Department of Transportation.

Background

The Orange County Transportation Authority (OCTA) entered into Joint Powers
Agreement No. 12-281 (Agreement) with the California Department of
Transportation (Caltrans) in February 1999 for high-occupancy vehicle (HOV)
lane connections between the San Diego Freeway (Interstate 405) and the
Costa Mesa Freeway (State Route 55). The Agreement, which also incorporated
the widening of the MacArthur Boulevard undercrossing, specified that OCTA
would provide construction funding and Caltrans would construct the project.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184/ Orange / California 92863-1584 / (714) 560-OCTA (6282)
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Project costs totaled approximately $40.4 million. As of September 2008, the
project has not been fully closed out.

Following construction of the project, certain defects were identified. OCTA,
Caltrans, and the private firm that conducted the design work for the project
(Parties) entered into a settlement agreement (Settlement Agreement)
whereby the Parties agreed to withdraw claims against one another. The
settlement agreement stipulates that its terms constitute a complete resolution
of all claims or actions of any kind arising out of the project whether known or
unknown.

Discussion

At the direction of the Internal Audit Department (Internal Audit) of OCTA, a
contract compliance review was performed by the professional audit firm of
Mayer Hoffman McCann P.C. (Mayer). The objective of the close-out audit was
to determine that Agreement provisions were followed and evaluate internal
controls over OCTA’s management of the Agreement.

The audit identified four findings and recommendations which are included in
the audit report in Attachment A. Caltrans has provided responses to these
findings and recommendations in Attachment B, including responses from its
District 12 office, the Division of Accounting, and the Audits and Investigations
Division. Furthermore, OCTA’s Development Division management has
provided its response to two of the findings which relate to OCTA's
administration of the Agreement.

Finding 1 relates to the review and approval of worksheets that summarize the
use of construction materiais. The auditors noted that there was no evidence of
review and approval of the worksheets by the Caltrans field supervisor and
resident engineer, as required by Caltrans policy. Caltrans District 12 and the
Caltrans Division of Audits and Investigations disagreed with the finding,
indicating that such review and approval was not required, not necessary, or
not performed due to lack of funding. Internal Audit has read the policy and
concurs with Mayer’s finding and recommendation.

Finding 2 relates to the retention of documentation to support charges invoiced
to OCTA as well as contractually required progress reports. The Agreement
requires retention of all documentation for a period of three years following the
final detailed statement of the project. The auditors questioned $200,079 of
office, administrative, and miscellaneous charges which were unsupported by
documentation.
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Caltrans Division of Accounting disagrees with the finding as it relates to the
retention of payroll records and office and administrative invoices to support
costs invoiced to OCTA. Caltrans Division of Accounting indicated that its
five-year retention schedule makes it impossible to provide such
documentation. Caltrans District 12 indicated that the monthly progress reports
required by the Agreement were substituted with weekly reports and agreed
that future changes to original agreement terms be approved in writing.

OCTA’'s Development Division has proposed that future cooperative
agreements require records retention in alignment with the retention schedules
of both agencies and that Caltrans provide evidence that its accounting system
is operating satisfactorily. With regard to the questioned costs, Caltrans
disagrees with the suggestion that Caltrans should reimburse OCTA for these
costs. OCTA’s Development Division indicates that the amount cannot be
recovered, citing the Settlement Agreement. Internal Audit and OCTA’s
General Counsel concur that recovery of any questioned amount is unlikely
given the broad waiver of claims provided in the Settlement Agreement, but
maintains that, under ordinary circumstances, contract provisions can and
should be strictly enforced, unless amended. Future agreements should
include both reasonable and enforceable provisions related to records
retention.

Finding 3 relates to Caltrans submission of quarterly expenditure reports. The
auditors noted that these reports were not provided as required by the
Agreement. Caltrans agreed with the finding and recommendation and
indicated that reporting requirements in future agreements will be more
specifically defined. OCTA’s Development Division indicated that this reporting
requirement was intended to account for payment advances to Caltrans and
that the provision became unnecessary because advances were used on a
very limited basis for this project. Internal Audit concludes that while advances
represented only about 1 percent of total project costs, this reporting
requirement should have been enforced or the contract amended to reflect
OCTA requirements. Future agreements should include reasonable and
enforceable provisions related to funding advances and expenditure reporting.

Finding 4 relates to Davis-Bacon Act compliance. The auditors found that there
was no evidence documenting the review of labor rates to ensure compliance
with prevailing wage requirements. Caltrans disagreed, indicating that
documentation of such a review was not required by Caltrans for the payroll
periods tested by the auditors. However, Caltrans did indicate that written
procedures in its labor compliance manual are now being followed.
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Summary

Based on the close-out audit, Internal Audit's contract auditors Mayer Hoffman
McCann P.C. have offered recommendations for improvement in cooperative
agreements with Caltrans and OCTA’s administration of the provisions.

Attachment

A

Orange County Transportation Authority Report on Agreed-Upon
Procedures Applied to Joint Powers Agreement No. 12-281 with the State of
California, Department of Transportation For the Period February 10, 1999
through December 31, 2007

B. Department of Transportation's responses to the Orange County
Transportation Authority’s draft audit report on the Agreed-Upon Procedures
performed on the Joint Powers Agreement No. 12-281 dated October 10, 2008

C. Management Response for Internal Audit Report for MOS-1 Agreement
No. 12-281

Prepared by:

Kathleen M. O’Connell
Executive Director, Internal Audit
(714) 560-5669



ORANGE COUNTY TRANSPORTATION AUTHORITY

Report on Agreed-Upon Procedures
Applied to Joint Powers Agreement No. 12-281
With the State of California, Department of Transportation

For the Period
February 10, 1999 through December 31, 2007

ATTACHMENT A




Mayer Hoffman McCann PC.
An Independent CPA Firm

2301 Dupont Drive, Suite 200
Irvine, California 92612
949-474-2020 ph
949-263-5520 fx
www.mhm-pc.com

Board of Directors
Orange County Transportation Authority
Orange, California

INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURES

We have performed the procedures enumerated below, which were agreed to by the Orange County
Transportation Authority (OCTA), solely to assist OCTA with respect to the compliance and financial
review of Joint Powers Agreement No. 12-281 between OCTA and the State of California, Department
of Transportation (Caltrans) for the period February 10, 1999 through December 31, 2007. This
engagement to apply agreed-upon procedures was performed in accordance with the attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of the
procedures is solely the responsibility of the specified parties of this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on the specified elements, accounts, or items. Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you. This report is intended solely for the use of the OCTA
and Caltrans and should not be used by those who have not agreed to the procedures and taken
responsibility for the sufficiency of the procedures for their purposes. However, this limitation is not
meant to limit the distribution of this report which is a matter of public record.

Our procedures and findings are as follows:

1. We obtained and reviewed Joint Powers Agreement No. 12-281 and all amendments
(collectively referred to as the Agreement) in order to gain an understanding of the requirements
governing fiscal management and other project responsibilities, as well as to document matters
of audit significance.

Results: Matters of audit significance noted during our review of the Agreement are as follows.
According to the Agreement, the scope of services covers improvements consisting of a south
transitway high occupancy vehicle (HOV) connector structure, which provides connections from
the northbound 1-405 HOV lane to the northbound SR-55 HOV lane and from the southbound
SR-55 HOV lane to the southbound 1-405 HOV lane, widening of the Main Street undercrossing
and MacArthur Boulevard undercrossing, widening of MacArthur Boulevard roadway at SR-55
and replacement of the Redhill Avenue overcrossing.  Collectively, these structural
improvements are referred to as the Project. According to the Agreement:
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¢ (Caltrans’ maximum obligation for the capital cost of construction shall be the total actual
construction cost relating to widening the MacArthur Boulevard undercrossing, is
estimated to be $250,000, and shall not exceed this amount unless approved in writing
by Caltrans.

e (Caltrans’ initial total obligation for the cost of construction for the MacArthur Boulevard
undercrossing is $250,000. This amount is subject to increase to cover the cost of utility
protection, relocation or removal. The total obligation may also increase to cover cost in
excess of the initial estimated total cost of construction. Such an increase in total
obligation will be at the sole discretion of Caltrans and will be authorized in writing by
Caltrans.

e (Caltrans agrees to transmit monthly to OCTA by fax a summary listing of charges for
OCTA's share of Project construction-related costs and costs for services, and within 7
working days submit a detailed billing for such charges with supporting documentation.

» (Calirans agrees to notify OCTA within 7 working days of any disputed invoice items.
Caltrans shall credit all undisputed claims to OCTA. Upon resolution of any disputed
claims, Caltrans shall make the appropriate adjustment to the OCTA project account.

e During the course of construction, Caltrans agrees to submit a monthly summary of
charges and detailed statements of actual expenditures for construction and services to
OCTA.

» Caltrans agrees to submit a monthly construction progress report to OCTA that details
work performed and completed during the reporting period, including change orders,
progress payments made and percentage progress achieved to date.

» Caltrans agrees to submit a quarterly report to OCTA of actual expenditure vs. monthly
advances made by OCTA and updated planned reimbursement schedules. Caltrans is
to monitor actual vs. planned expenditures to ensure sufficiency of OCTA funding.

* Caltrans agrees to consult with OCTA on all change orders for improvements estimated
in excess of $50,000 before implementation, except when necessary for the safety of
motorists and/or pedestrians or protection of property.

* All records and accounts related to the Project are to be retained for a period of 3 years
from the date of processing the final detailed statement of the Project. Additionally, all
records and accounts related to the Project are to be made available to OCTA, if
requested, at the Caltrans District Office.

e Caltrans agrees to provide a monthly listing of potential claims and the status of
outstanding claims against the Project to OCTA.

e C(Caltrans agrees to incorporate requirements of the Federal Transportation
Administration into the project.
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e The State’s Disadvantaged Business Enterprise (DBE) goal will be included in the
construction contract. The goal will be based upon the technical analysis of the contract
terms and certified DBE subcontractors in the area.

2. We interviewed Caltrans’ personnel and documented the invoicing process and controls in place
to ensure that invoices submitted to OCTA are accurate, complete and properly reviewed and
authorized.

Results: No exceptions were noted as a result of the procedure performed.
3. We interviewed the responsible individuals at OCTA and documented the level and nature of
review performed by OCTA staff to ensure that invoices received from Caltrans are complete

and accurate.

Results: No exceptions were noted as a result of the procedure performed.

4. We obtained a summary of all invoice payments made by OCTA to Caltrans and reviewed
supporting documentation in order to gain an understanding of the type of Project expenditures
claimed.

Results: We noted that the nature of project expenditures claimed included construction costs,
office and other miscellaneous costs, payroll costs and other administrative costs.

5. We judgmentally selected a sample of invoices totaling approximately 50% of the total costs
incurred for the Project. For the sample selected, we reviewed construction materials costs
claimed to ensure the expenditures were properly supported, reasonable and allowable
according to the Agreement.

Results:  All construction materials costs reviewed were properly supported and allowable
according to the Agreement. However, Caltrans was not consistent in applying its practice of
verification and approval of costs. See Finding Number 1 in the Findings and
Recommendations section of this report.

6. We judgmentally selected a sample of invoices totaling approximately 50% of the total costs
incurred for the Project. For the sample selected, we reviewed Caltrans payroll costs claimed to
ensure the expenditures were properly supported, reasonable and allowable according to the
Agreement.

Results: We noted that Caltrans payroll costs were supported by a Labor Distribution Report,
which is automatically generated by the Caltrans payroll system. However, Caltrans was unable
to provide timesheets to support hours actually worked on the Project. See Finding Number 2 in
the Findings and Recommendations section of this report.



Board of Directors
Orange County Transportation Authority
Orange, California

7.
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We judgmentally selected a sample of invoices totaling approximately 50% of the total cost
incurred for the Project. For the sample selected, we reviewed office, miscellaneous and other
administrative expenses claimed to ensure the expenditures were properly supported,
reasonable, and allowable according to the Agreement.

Results: Caltrans was unable to provide source documentation to support office, miscellaneous
and other administrative expenses. This resulted in questioned costs of $200,079. See Finding
Number 2 in the Findings and Recommendations section of this report.

We obtained and reviewed the support for the MacArthur Boulevard undercrossing project to
ensure that Caltrans was in compliance with the terms of the Agreement with regard to financial
contributions.

Results: Caltrans completed the MacArthur Boulevard undercrossing project and satisfied the
cost obligation in accordance with the terms of the Agreement.

We obtained and reviewed progress report folders maintained by Caltrans to ensure progress
reports were prepared, contained required content and submitted to OCTA in accordance with
the terms of the Agreement.

Results: Several progress reports were not provided for our review. All available progress
reports were prepared in accordance with the terms of the Agreement. See Finding Number 2
in the Findings and Recommendations section of this report.

We reviewed the submission dates of the monthly invoices to determine whether they were
submitted timely in accordance with the Agreement.

Results:  Invoices dated within five years of the date of our audit fieldwork were submitted
timely in accordance with the agreement. For invoices that were over five years, we were
unable to verify if they were submitted timely, because according to Caltrans’ internal policy,
documentation is not maintained after 5 years from the documentation’s transaction date. As an
alternate procedure, we interviewed the Project Manager at OCTA, who indicated that Caltrans
usually submits its invoices in a timely manner. No additional testing was performed.

We requested copies of the quarterly reports of actual expenditures that must be submitted by
Caltrans in order to determine whether the reports were accurate and submitted in a timely
manner.

Results: Caltrans was unaware of the requirement to submit quarterly reports of actual
expenditures. See Finding Number 3 in the Findings and Recommendations section of this
report.
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15.
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We requested a copy of the detailed statement of total actual costs of construction and service,
required to be completed at the end of the Project, in order to determine if the statement was
accurate and submitted in a timely manner.

Results: According to Caltrans, the Project has not yet been completed. Therefore, the detailed
statement of total actual cost of construction and service has not yet been submitted. No further
testing was performed.

We interviewed Caltrans personnel and documented the bidding process surrounding the
selection of the prime contractor. Additionally, we determined whether this process was in
compliance with the terms of the Agreement.

Results: The prime contractor was selected on a competitive bid basis. There were five
companies that bid on the Project. Caltrans awarded the contract to the lowest responsible
bidder. This process was in accordance with the terms of the Agreement.

We interviewed Caltrans personnel and reviewed relevant documentation to ensure Caltrans
and its prime contractor were in compliance with DBE requirements.

Results: The DBE requirement for this agreement was 3.0% of the total costs of the Project.
The agreement further stipulated that Caltrans could award a contract to the lowest responsible
bidder who meets the DBE goals or who made, in the sole judgment of Caltrans a good faith
effort to do so. The prime contractor submitted evidence indicating that they subcontracted
2.0% of the total cost of the project to DBE firms. In addition, evidence was submitted to
support the prime contractor's good faith efforts in attempting to retain DBE firms. No
exceptions were noted as a result of the procedure performed.

We interviewed Caltrans personnel and documented the process for compliance with the Davis-
Bacon Act (General Prevailing Wage Rates requirements).

Results: Caltrans performed procedures to monitor and ensure that the prime contractor and
subcontractors were in compliance with the Davis-Bacon Act. However, Caltrans did not have a
policy in place to certify that a review was performed. See Finding Number 4 in the Findings
and Recommendations section of this report.

We judgmentally selected six pay periods and requested certified payrolls submitted by the
prime and subcontractors to Caltrans under the Davis-Bacon Act monitoring procedures. We
reviewed each worker's wage rate to the General Prevailing Wage Rate set forth by the State of
California to ensure that the prevailing wage was paid.

Results: No exceptions noted as a result of the procedure performed.

We compared total costs claimed to the approved budget in the Agreement to ensure that total
costs did not exceed the approved budget as of December 31, 2007.
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Results: As of December 31, 2007, total expenditures incurred were $40,365,820 and the
approved budget was 40,537,555. No exceptions noted as a result of the procedure performed.

We were not engaged to, and did not, conduct an audit, the objective of which would be the expression
of an opinion, on the costs incurred by Caltrans in connection with the Project. Accordingly, we do not
express such an opinion. Had we performed additional procedures, other matters might have come to
our attention that would have been reported to you.

This report is intended solely for the information and use of the Orange County Transportation Authority
and is not intended to be and should not be used by anyone other than those specified parties.

\J\c»a» ‘AAA,— IJ\\KW.... AN

Irvine, California
October 31, 2008
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STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

Report on Agreed-Upon Procedures
Applied to Joint Powers Agreement No. 12-281
With the Orange County Transportation Authority
Findings and Recommendations

For the period February 10, 1999 through December 31, 2007

Quantity Calculation Worksheets were not Consistently Signed

Caltrans did not consistently follow its internal policy to certify the Quantity Calculation
Worksheet (Worksheet) which is used for the verification of actual construction costs incurred.
The Field Supervisor performed regular inspections at the Project site to monitor the progress of
the Project and track actual construction materials used. At the end of the month, the Field
Supervisor completed the monthly Worksheets for the actual quantity of construction materials
purchased and used during the month. The Worksheet is verified and approved by the Caltrans
Resident Engineer. Caltrans’ policy requires that both the Field Supervisor and the Resident
Engineer to sign the Worksheet evidencing review and approval. During our testing of this
review process, we noted numerous instances of the Worksheets not being signed by the Field
Supervisor, the Resident Engineer or both. Since the Worksheets report cumulative totals, by
reviewing subsequent Worksheets, we were able to substantiate that the units were actually
used on the Project.

Failure to verify and approve the construction material quantities may result in over billing of
costs.

Recommendation

As the construction portion of the Project has been completed, we recommend that for future
projects, Caltrans follows its internal policy of properly certifying the Quantity Calculation
Worksheets.

Need to Retain Records as Required by the Agreement

Several records and other documentation required to support the costs incurred for the Project
were not provided by Caltrans for purposes of our performing these agreed-upon-procedures.
Specifically, for the items sampled, the following records were not provided.

* Employee Timesheets — In lieu of timesheets, Caltrans was able to provide Labor
Distribution Reports that support payroll costs claimed. However, the timesheets
represent the actual source documentation supporting hours charged to the Project.
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STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

Report on Agreed-Upon Procedures
Applied to Joint Powers Agreement No. 12-281
With the Orange County Transportation Authority
Findings and Recommendations (Continued)

For the period February 10, 1999 through December 31, 2007

Need to Retain Records as Required by the Agreement (Continued)

Invoices — Invoices or other documentation to support sampled office, miscellaneous
and other administrative costs were not provided. As such, we were unable to
determine whether the following costs were reasonable, allowable and allocable to the
Project. The total questioned costs due to a lack of documentation is as follows. These
questioned costs are from our sample only and may not represent total questioned costs
had all costs been reviewed.

Description Questioned Costs
Resident Engineer’s office charges $ 1,677
Miscellaneous costs 70,287
Other administrative costs 128.115
Total questioned costs $ 200,079

Progress Reports — Progress reports for the months of March 2000, April 2002, March
2003 and January 2004 through September 2004 were not provided. Beginning in
January 2004, Caltrans stated that Caltrans and OCTA verbally agreed to substitute
weekly newsletters for written monthly progress reports. There was no amendment to
the Agreement documenting such a change.

In each of these instances, Caltrans stated that it is their policy to only retain records for a
period of 5 years. After 5 years, the records are destroyed. The majority of these sampled
items originated longer than 5 years ago, thus the records were in all likelihood destroyed by
Caltrans.

Joint Powers Agreement 12-281, Section |, Article 20 states:

“To retain, or cause to be retained for audit by Authority auditors, for a period of
three (3) years from the date of processing the final detailed statement of Project,
all records and accounts relating to construction of Project, and make such
materials available at State’s District 12 Office, and copies thereof shall be
furnished to Authority, if requested by Authority.”

Failure to retain records as required by the terms of the Agreement can result in a disallowance

of costs claimed.
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STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

Report on Agreed-Upon Procedures
Applied to Joint Powers Agreement No. 12-281
With the Orange County Transportation Authority
Findings and Recommendations (Continued)

For the period February 10, 1999 through December 31, 2007

Need to Retain Records as Required by the Agreement (Continued)

Recommendation

We recommend that OCTA recover $200,079 from Caltrans for costs claimed that were not
supported. As the construction portion of the Project has been completed, we recommend that
for future projects, Caltrans retain records as required by the Agreement. We further
recommend that should any terms of an agreement be modified, modifications be in writing and
signed by both parties evidencing their mutual understanding.

Need to Submit Quarterly Actual Expenditures Reports

Quarterly actual expenditures reports were not prepared and submitted for construction
management costs that were advanced to Caltrans. Joint Powers Agreement No. 12-281,
Section |, Article 15, states:

“To provide Authority quarterly reports of actual expenditures compared to the
monthly advances made by Authority and to provide updated planned
reimbursement schedules. State will monitor the actual versus the planned
expenditures monthly to assure that Authority payments pursuant to Section I,
Articles (3), (4), and (5) will always be sufficient.”

Caltrans was unaware of the requirement to submit quarterly reports of actual expenditures.
Additionally, OCTA did not request that the quarterly reports of actual expenditures be
submitted.

Recommendation

As the construction portion of the Project has been completed, we recommend that for future
projects, Caltrans submit quarterly actual expenditures reports as may be required. We further
recommend that OCTA monitor future agreements to ensure Caltrans is adhering to the terms
of the agreement.
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STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION

Report on Agreed-Upon Procedures
Applied to Joint Powers Agreement No. 12-281
With the Orange County Transportation Authority
Findings and Recommendations (Continued)

For the period February 10, 1999 through December 31, 2007

Need to Document Review of Compliance with Davis-Bacon Act

Caltrans did not have procedures in place for documenting the review of labor rates to ensure
compliance with prevailing wage requirements in accordance with the Davis-Bacon Act.
Caltrans indicated this review was performed, but there was no evidence of the results. Based
upon our review of labor rates, no exceptions to prevailing wages were noted. Failure to
document compliance with the Davis-Bacon Act may result in disallowable costs.

Recommendation

As the construction portion of the Project has been completed, we recommend that for future
projects, Caltrans develop procedures to ensure the review of labor rates for compliance with
the Davis-Bacon Act is documented.
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DEPARTMENT OF TRANSPORTATION
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SACRAMENTO, CA 94274-0001 Flex your power!
PHONE (918) 323-7111 Be energy efficient]
FAX (916)323-7123
TTY: 711

October 10, 2008

Kathleen M. O*Connell

Manager, Internal Audit Department
Orange County Transportation Authority
550 South Main Street

P. O.Box 14184

Orange, California 92863-1584

Dear Ms. O’Connell:

The attached memorandum represents the California Department of Transportation’s (Caltrans)
response to the Orange County Transportation Authority (OCTA) draft audit report on the
Agreed-Upon Procedures performed on the Joint Powers Agreement (JPA) No. 12-281. The
scope of the JPA covers improvements consisting of a south transitway High Occupancy
Vehicle connector structure, widening of the Main Street undercrossing and MacArthur
Boulevard undercrossing, widening of MacArthur Boulevard roadway at State Route 55 and
replacement of the Redhill Avenue overcrossing.

The purpose of the procedures was solely to assist OCTA with respect to the compliance and
financial review of the JPA No. 12-281 between OCTA and Caltrans for the period
February 10, 1999, through December 31, 2007.

OCTA concluded that as of December 31, 2007, the total expenditures incurred are
$40,365,820 and is questioning $200,079 of costs reimbursed to Caltrans due to a lack of
supporting invoices or other documentation. As a result of the questioned costs, OCTA is
recommending that Caltrans reimburse OCTA the amount of $200,079. OCTA also identified
other records that needed to be rétained per the JPA, but did not question any other costs. In
addition, OCTA noted three other findings relating to incidents of weak internal contro] and
noncompliance of the JPA.

Caltrans disagrees with the questioned costs identified by OCTA. In addition, Caltrans agrees
with some of the findings and disagrees with others as outlined in the chart on page two.

“Caltrans improves niobility across California”



Kathleen M. O’Connell, Audit Manager

October 10, 2008
Page 2
Finding Amount Caltrans Respouse:
f: Questioned:
1 None Quantity Calculation Worksheets were not Caltrans Disagrees — See
Consistently Signed. Attachment | (Finding 1)
2 Need to Retain Records as Required by the Caltrans Disagrees — see
Agreement. Attachment 2 for response to
None * Employee Timesheets Employee Timesheets and
$200,079 e Invoices Invoices (Fmdmg 2).
None *  Progress Reports Caltrans Agrees — See
' Attachment 1 for response to
Progress Reports (Finding 2).
3 None Need to Submit Quarterly Actual Caltrans Agrees — see
Expenditures Reports. Attachment 1 (Finding 3)
4 None Need to Document Review of Compliance Caltrans Disagrees — see
with Davis-Bacon Act. Attachment | (Finding 4).

Caltrans appreciates the opportunity to respond to the draft report. If you have any questions,
or require additional information, please contact Laurine Bohamera, Chief, Internal Audits,
Audits and Investigations, at (916) 323-7107, or Zilan Chen, Audit Supervisor, Audits and
Investigations, at (916) 323-7877.

Sincerely,

Aottt . cb\ab/
GERALD A. LONG
Deputy Director

Audits and Investigations

Attachments

¢:  Jim Beil, Deputy District Director, Capital Qutlay Program, District 12
Clark Paulsen, Chief, Division of Accounting
Laurine Bohamera, Chief, Internal Audits, Audits and Investigations
Zilan Chen, Audit Supervisor, Audits and Investigations

“Caltrans improvas waobllity across California”




Attachment 1

State of Califormia ‘ Business, Transportation and Housing Agency
DEPARTMENT OF TRANSPORTATION

Memorandum Flex your power!
. Be snergy efficient!
To: GERALD LONG Date:  September 29, 2008
DEPUTY DIRECTOR
Audits and Investigations
From: JIM BEIL ' : '
Deputy District Directo;
\ Capital Outlay Progr:

Subject: Joint Powers Agreement 12-281 Audit Response

As agreed to in a teleconference with your staff on September 9, 2008, District 12 is
providing the following responses and action items to the findings listed in the Orange
County Transportation Authority (OCTA) Report on the Agreed-Upon Procedures for

Joint Powers Agreement 12-281.
M uantity Calculations Worksheets were not Consistently Si
Management Response:

The Department disagrecs with this finding.

The statement in the audit findings, that the quantity calculations worksheets were
not certified or signed by the resident engineer is incorrect. Certification of
monthly construction payment estimates are done by the Resident Engineer
preparing, signing, and submitting the "Estimate Pre-Verification Memo,"
“Project Record — Estimate Request” and the "Contract Transaction Input” forms
to the Estimate Desk, in accordance with Section 5-103F, “Generating Estimate,”
of the Department’s Construction Manual. These estimate certification forms
were prepared, signed and submitted monthly to the Estimate Desk by the
Resident Engineer for contract payments to be processed.

The Department’s procedure requires the assigned inspector to prepare the
“Quantity Calculation Worksheets.” If any calculation/conversions were involved
in deriving the quantity, a second inspector will verify the calculations for any
math error and initial the appropriate block in the worksheet.

A) The instances referred to, no initials on the worksheets, were due to one of
the following reasons; There were nio calculations/conversions involved to
derive the quantity, therefore, no checking of calculations/initial required.

B) There were only one or no inspectors (only the Resident Engineer) on the
Jjob due to lack of funding,

"Caltrans improvas mobility across California™

. ,
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GERALD LONG

DEPUTY DIRECTOR

AUDITS AND INVESTIGATIONS
September 29, 2008

Page 2

@

3) .

Action;

Caltrans will ensure that on future projects a second person check the
calculations, if any, and initial the "Calculations Checked By" block of the
Quantity Calculation Worksheet. Cerfification of monthly progress pay estimate
will be performed in accordance with existing procedure.

Need to Retain R as Required by the Apreement press Reports

Moanagement Response:
The Department agrees with this finding.

The District is unsure as to why certain early reports were missing from project
files. Starting in 2004, during a period of studies and discussions over the
appropriate repair of the car pool lane connector bridge, Caltrans and the OCTA
verbally agreed to submit weekly reports in lieu of the Monthly Progress reports.
These reports superseded the monthly reports and contained detailed information,
In addition, weekly meetings were held with OCTA staff as well as the OCTA
consulting engineer working with Caltrans staff on the project.

Action:

Caltrans will ensure that any changes to terms of the original agreement will be in
writing and approved by both parties per terms specified in such agreement.

Need to submit Qunarterly Actual Expenditare Reports
Management Response;
The Department agrees with this finding.

Monthly reports of actual expenditure authorization phase 4 construction
contract capital expenditures were provided to the assigned OCTA project
staff for review monthly. Caltrans was unaware this required monthly
reporting of actual expenditure authorization phase 3 construction support
cost. Actual expenditure authorization phase 3 construction support costs
were periodically reviewed with the assigned OCTA project staff.

“Caltrans Improves mobility across California™
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DEPUTY DIRECTOR

AUDITS AND INVESTIGATIONS

September 29, 2008

Page 3
Action:
In future agreements with the OCTA, Caltrans will identify specific elements of
cost to be reported, and possibly include reporting formats acceptable to both
parties as attachments to the agreement so that both parties have 2 mutual
understanding of the reporting requirements.

(4) Need to Document Review of Compliance with Davis-Bacon Act

Management Response:
The Department disagrees with this finding.

The Labor Compliance Payrolls reviewed by Mayer, Hoffman, Mcann, were
payrolls from fiscal year 2002/2003. Documenting the review of a Certified
Payroll was not a Caltrans requirement at the time. Documenting Reviews of
Certified Payroll does not fall under requirement of the Davis Bacon Act, Labor
Code nor is there any other statutory requirement.

The Labor Compliance Manual (revised in 2004), requires that the Labor
Compliance Officer initial and date the Certified Payroll, indicating it has been
reviewed and meets State and/or Federal requirements. Since the 2004 manual
revision, Caltrans has instituted the practice of documenting the review of
Certified Payrolls. '

Please note: Payrolls reviewed were found to be in compliance.
Action: A

Caltrans is in compliance with writien procedures to ensure that the review of
labor rates for compliance with the Davis Bacon Act is documented.

If you have any questions or need further clarification, please contact Saeid Asgari, the
District 12 Office Chief of Construction, at (949) 724-2277.

C: Saeid Asgari
Maria Espinoza-Yepez

Zilan Chen

“Caltrans improvex mobility across California*
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Siate of Californis Business, Transportation and Housing Agency
DEPARTMENT OF TRANSPORTATION

Memorandum Flex your power!
Be energy effivient!

To:  GERALD A.LONG pate:  September 26, 2008
Deputy Director
Audits and Investigations

From: CLARK PAULSEN U)_,,JL FM-«?-/
Chisef
Division of Accounting

Subject: Audit Response to Joint Powers Agreement No. 12-281 — Orange County Transportation
Authority (OCTA)/EA 12-069514

The following is our response to the findings in the Draft Audit Report, Joint Powers Agreement
No. 12-281 - OCTA/EA 12069514, dsted September 3, 2008:

Finding 2 — Need to retain records as required by the agreement.

s Employee Timesheets were not provided, instead Caltrans provided Labor Distribution
Reports which support payroll costs claimed.

The Department of Transportation (Caltrans) disagrees with the audit finding. Caltrans’ “Record
Retention Policy” states, “the employee timesheets are only retained for a period of 5 years and
then purged from the system.” The timesheets sampled were older than § years and had been
purged in accordance with the retention schedule. Caltrans did supply the Labor Distribution
Reports to document the original entries that were input into the Caltrans’ Accounting System.
These reports reflect the same payrol! cost information as shown on the employee timesheets and
therefore support the expenditures tested.

» Invoices or other documentation to support sampled office, miscellaneous and other
administrative costs were not provided.

Caltrans disagrees with the audit finding. Claim Schedules with original invoices are also
retained for a period of 5 years due to Caltrans’ “Record Retention Policy”. The claim schedules
selected for review were older than 5 years and therefore had been purged. To support these
costs the auditor was provided the detailed expenditure reports documenting original entries
input into the Caltrang’ Accounting System.

If you have any questions in regards to this response, please contact Judy Armstrong at (916)
227-4283 or Frank Garcia at (916) 227-9187.

“Caltrans improves mubility gerasy California®
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September 25, 2008
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c.  William Lewis, Chief, Office of Receivables Systems and Administration, DofA
Frank Garcia, Chief, Accounts Receivable Branch, DofA
Judy Armstrong, Chief, Reimbursement Section, DofA
Cindy Wu, District 7 Reimbursement Accountant, DofA
Charmaine Jenner, Audit Coordinator, DofA
Roger Takao, Audit Coordinator, A&l

“Caitvany improves mobility acruss California®



ATTACHMENT C

| T I INTEROFFICE MEMO

OCTA

September 25, 2008

To: Kathleen O’Connell
From: Charlie Guess

Subject: Management Response for Internal Audit Report for MOS-1
Agreement No. 12-281

The following draft responses to the Internal Audit Report for the MOS-1
Project are submitted for your review:

Finding (2): Need to Retain Records:

The auditors claim $200,079 could not be verified because the Caltrans
supporting documents have not been retained past Caltrans 5 year retention
date and the Audit Report recommends collection of this amount.

Response - OCTA management responds that this amount will not be
collected for the following reason:

e There is a settlement agreement dated May 18, 2006, Agreement Section,
Article 4 that waived the collection of any claims or actions by both parties,
with the key excerpt as follows:

“Each party to this Settlement Agreement hereby acknowledges that
this Settlement Agreement constitutes a complete resolution of all
claims and actions of any kind arising out of the Project whether known
or unknown, by either party against the other. ...”

I met with OCTA’s audit manager and found that the audit consuiting firm had
not considered this settlement agreement before issuing Finding 2.

Also included in Finding 2 is a records retention issue of Section |, Article 20.
Caltrans had addressed this issue before the 1999 cooperative agreement in a
March 1995 letter to OCTA’s Project Controls group. This letter supported
Caltrans records retention policy and it appears to have been intended to
modify the agreement. A key excerpt from this letter stated is as follows:




“The Caltrans Accounting System has been audited by many private
and governmental agencies from local levels through State and Federal
levels. It has been ascertained that we provide an accounting system
that accurately captures and records project costs.”

Therefore, we recommend Caltrans provide documented support that audit
findings of their Accounting System have been satisfactory since 1995.

In conclusion, OCTA will meet with Caltrans to modify future cooperative
agreements that are in alignment with policies and procedures of both
agencies.

Finding (3) Need to Submit Quarterly Actual Expenditures Reports:

The cooperative agreement called for Expenditures reports related to Section
, Article 15.

Response: Article 15 was not necessary because the Electronic Fund
Transfer (EFT) method detailed in Articles 8, 9, and 10 precluded the need for
using Articles 12, 13, and 15. Several attempts have been made to explain
the cooperative agreement regarding the nuances of these pay articles, but
discussions with the audit managers did not result in removing this incorrect
finding.

In conclusion, future cooperative agreements will exclude the advanced
payment provisions when it is know the EFT payment method will be used.

Cc:  Kia Mortazavi
Tom Bogard
Norbert Lippert
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OCTA

BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
e
From: Wendy Knowles, Clerk of the Board
Subject: Cooperative Agreement with the California Department of

Transportation for the Northbound Orange Freeway
State Route 57) Widening Project

Highways Committee Meeting of February 2, 2009

Present: Directors Amante, Cavecche, Glaab, Green, Mansoor, Nguyen,
Norby, and Pringle
Absent: Director Dixon

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Authorize the Chief Executive Officer to execute Cooperative Agreement No.
C-9-0180 between the Orange County Transportation Authority and the
California Department of Transportation, in an amount not to exceed
$6.5 million, to perform right-of-way services for the northbound Orange
Freeway (State Route 57) widening between Orangethorpe Avenue and
Lambert Road.

Orange County Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

February 2, 2009

To: Highways Committee
From: Arthur T. Leah[;/q,FChief Executive Officer
Subject: Cooperative Agreement with the California Department of

Transportation for the Northbound Orange Freeway (State Route 57)
Widening Project

Overview

The Orange County Transportation Authority proposes to enter
into a cooperative agreement with the California Department of Transportation
for that agency to perform all right-of-way activities on the northbound
Orange Freeway (State Route 57) widening project between Orangethorpe
Avenue and Lambert Road.

Recommendation

Authorize the Chief Executive Officer to execute Cooperative Agreement
No. C-9-0180 between the Orange County Transportation Authority and the
California Department of Transportation, in an amount not to exceed
$6.5 million, to perform right-of-way services for the northbound Orange
Freeway (State Route 57) widening between Orangethorpe Avenue and
Lambert Road.

Background

Proposition 1B, approved by voters on November 7, 2006, established
the Corridor Mobility Improvement Account (CMIA) to provide congestion
relief, enhanced mobility, improved safety, and stronger connectivity to
benefit traveling Californians. In May 2007, the California Transportation
Commission approved CMIA funding for the construction of the
Orange Freeway (State Route 57) widening project between Orangethorpe
Avenue and Lambert Road.

The Orange County Transportation Authority (OCTA) is the implementing
agency for the preparation of the plans, specifications, and estimates for the
northbound State Route 57 widening project between Orangethorpe Avenue

Orange County Transportation Authority
550 South Main Street/P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)



Cooperative Agreement with the California Department of Page 2
Transportation for the Northbound Orange Freeway (State Route 57)
Widening Project

and Lambert Road. The project will add one northbound mixed-flow lane and
auxiliary lanes at various locations, as well as widen the existing lanes and
shoulders to standard widths where feasible.

The total cost of the project is estimated to be $143 million. The CMIA has
allocated approximately $70 million toward construction. The balance cost of
the project, construction, right-of-way, and support costs will be funded by
Measure M funds.

Discussion

OCTA legally cannot acquire right-of-way for highway capital improvement
projects. Cooperative Agreement No. C-9-0180 (Attachment A) has been
developed with the California Department of Transportation (Caltrans)
to provide support services for right-of-way certification of the project. The
cost of the Caltrans right-of-way support services and capital is estimated at
$6.5 million of which $1.5 million is for right-of-way support services. These
support services include appraisals, acquiring a significant number of easements,
and utilities relocations. The balance of $5 million is for right-of-way capital cost.

OCTA's design consultants will prepare the right-of-way impact maps as part of
the right-of-way engineering effort and will assist Caltrans with appraisals in an
effort to meet the project schedule. In addition, the agreements with the
affected railroads will be prepared by OCTA.

Caltrans will be responsible for completing the appraisals, acquiring the
right-of-way, and certifying the right-of-way for the project.

Fiscal Impact

The cost of right-of-way support was not included in the original fiscal year 2008-09
budget. Funds have been transferred from Account No. 0017-7519-FG102-HGU,
State Route 57 Northbound, Orangethorpe Avenue to Yorba Linda Boulevard,
Design Amendments to Account No. 0017-7514-FG102-HGU, State Route 57
Northbound, Orangethorpe Avenue to Yorba Linda Boulevard, Right-of-Way
Support.

Summary
Staff recommends the Board of Directors approval for the Chief Executive

Officer to execute Cooperative Agreement No. C-9-0180, in the amount of
$6.5 million, with Caltrans for right-of-way, capital, and support services for the
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Transportation for the Northbound Orange Freeway (State Route 57)
Widening Project

northbound State Route 57 widening project between Orangethorpe Avenue
and Lambert Road.

Attachment
A. Cooperative Agreement No. C-9-0180 Between the Orange County

Transportation Authority and the California Department of
Transportation

Prepared by: Approved;y./\
e F J
" 7 T \/%27?)7} 227N

Kia Mortazavi
Executive Director, Development
(714) 560-5874 (714) 560-5741




COOPERATIVE AGREEMENT NO. C-9-0180 : ,
BETWEEN THE ORANGE COUNTY ‘ ATTACHMENT A

TRANSPORTATION AUTHORITY
AND THE
CALIFORNIA DEPARTMENT OF
TRANSPORTATION

12-ORA-57, PM 15.16/21.12

Orange Freeway State Route 57 Northbound Widening Project
EA 12-0F0301

District Agreement No. 12-585

RIGHT OF WAY
COOPERATIVE AGREEMENT

This AGREEMENT, entered into effective on __ ' , 2009, is between
the STATE OF CALIFORNIA, acting by and through its Department of Transportation,
referred to herein as STATE, and the

ORANGE COUNTY TRANSPORTATION AUTHORITY, a public corporation of the State of
California, referred to herein as AUTHORITY. '



1.

District Agreement No. 12-585

RECITALS

STATE and AUTHORITY, purcucmt 10 Stree’ts and Highways Code sections 114 and 130, are

~authorized to enter into a Cooperative Agreement for improvements to State Highways

System (SHS) within the County of Orange.

2. STATE and AUTHORITY mutually desire to widen, reconstruct and add improvements on
Northbound State Route 57 (SR-57) from just south from Orangethorpe Avenue to just north
of Lambert Road for a total length of 4.9 miles, referred to herein as "PROJECT”.

3. STATE and AUTHORITY now intend to define herein the terms and conditions under which
capital and support cost for PROJECT is financed and right of way activities are performed.

4. STATE is authorized to do all acts necessary, convenient or prbpcr for the construction or
improvement of all highways under its jurisdiction, possession or control.

SECTION 1

STATE AGREES:

1. To perform all right of way activities required for the PROJECT.

2 To perform all right of way support for acquisition activities of properties, and Independent

Quality Assurance (IQA) of Right of Way Engineering as defined in Attachment 1. The
criteria set by the AUTHORITY does not cover capital costs or support for condemning any
parcel needed for the project, inverse conidemnation actions, obtaining the railroad
Construction and Maintenance (C&M) or railroad PUC Application. It was determined by
AUTHORITY that AUTHORITY will perform all railroad Construction and Maintenance
(C&M) and PUC Application activities. However, if STATE determines that in order to.
secure the construction of PROJECT, it becomes necessary to start condemnation action or
defend inverse condemnation actions, the AUTHORITY herein gives the STATE
anthorization to start the activities with the understanding that an amendment will be
forthcoming for additional capital and support costs.

To certify legal and physical control of right of way acquired in accordance with applicable
State and Federal laws and regulations, prior to advertisement for bids for construction of
PROJECT.

If any existing public and/or private utility facilities conflict with the construction of
PROJECT or violate STATE’s encroachment policy, STATE shall make all necessary
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arrangements with the owners of such facilities for their protection, relocation, or removal in

accordance with STATE’s policy and procedure for those facilities located within the limits of
work included in the improvement to the State Highway and in accordance with applicable
local jurisdiction’s policy for those facilities which are or will be located outside of the limits
of the State Highway. The total PROJECT costs of such protection, relocation, or removal
within the present or future State Highway right of way shall be determined in accordance
with STATE’s policies and procedures.

To establish separate PROJECT accounts to accumulate charges for all costs to be paid by
AUTHORITY pursuant to this Agreement.

To submit an initial billing in the amount of $80,000 to AUTHORITY within thirty (30) days
upon execution of this Agreement and prior to commencement of any work performed by

~ STATE. Said initial billing represents AUTHORITY share of for one month estimated right

-of way support cost for PROJECT.

Thereafter, to prepare and submit to AUTHORITY monthly billing statements for estimated
expenditure for right of way support cost one month in advance to AUTHORITY as
development of PROJECT proceeds.

To submit billings to AUTHORITY for right of way capital costs as they occur, but not more
frequently than monthly.

To provide AUTHORITY quarterly reports of expenditures compared to the monthly
advances made by AUTHORITY and to provide updated planned reimbursement schedules.

- The payment amounts may be revised based on updated planned expenditure schedules.

10.

1.

12.

STATE will monitor the actual versus the planned expenditures monthly to assure that
AUTHORITY payments pursuant to Section II, Article 2 will always be sufficient.

Upon completion of PROJECT and all work incidental thereto, to furnish AUTHORITY with
a detailed statement of the total actual right of way acquisition capital and support costs for
PROJECT. STATE thereafter shall refund to AUTHORITY, promptly after completion of
STATE’s final accounting of PROJECT costs, any amount of AUTHORITY s deposits
required in this Agreement remaining after actual costs to be borne by AUTHORITY have
been deducted, or to bill AUTHORITY for any additional amount required to complete
AUTHORITY s financial obligations pursuant to this Agreément.

To retain, or cause to be retained for audit by AUTHORITY ’s auditors, for a period of 3 years
from date of processing the final payment under this Agreement, all records and accounts
relating to right of way activities of PROJECT, and make such materials available at
STATE’s District 12 Office. COplCS thereof shall be furnished to AUTHORITY if requested
by AUTHORITY.

To inform AUTHORITY of any issues that could have the potential to increase the actual
right of way cost.for PROJECT beyond thevauthorized cost.
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; 13. To acquire all necessary rights of way as may be requiled for construction of PROJECT and
AUTHORITY hereby authorized STATE to acquire all such necessary right of way requlred
for PROJECT.

14. To inform AUTHORITY of any negotiated purchase price over the approved fair market
value appraisal prior to STATE’s acceptance of purchase documents, to notify AUTHORITY
prior o instituting any action in eminent domain and prior to entering into any stipulated
judgment that exceeds approved fair market value appraisal, and to make available to
AUTHORITY all appraisals, records, and documents pertinent to acquzsmon of rights of way
pursua.nt to this Agreement

15. T'he cost of right of way acquired by STATE, which is funded by the AUTHORITY, shall

.include the actual cost of the right of way, including overhead charged on reimbursed
projects. :

SECTION II

AUTHORITY AGREES:

1. Within ten (10) days of receipt of request for payment from STATE, AUTHORITY will use
either direct pay or any other methods deemed acceptable by both parties to pay to STATE for
AUTHORITY’S obligation of right of way capital and support costs as required for right of
way activities as described in Articles 1 and 2 of Section L

2. To pay one hundred percent (100%) of the total actual right of way support cost for
PROJECT, up to a maximum of $ 1,500,000. If it becomes apparent that the total maximum
cost for right of way support for PROJECT will exceed the maximum amount programmed
for expenditure, AUTHORITY shall work promptly and in cooperation with STATE to
determine necessary additional costs and the source of the additional funds.

- 3. To pay one hundred percent (100%) of the total actual right of way capital cost for PROJECT,
up to a maximum of $5,000,000. If it becomes apparent that the total maximum cost for right
of way capital for PROJECT will exceed the maximum amount programmed for expenditure,
AUTHORITY shall work promptly and in cooperation with STATE to determme necessary
additional costs and the source of the additional funds. A

4. All PROJECT work performed by AUTHORITY, or performed on AUTHORITY s behalf,
shall be performed in accordance with all State and Federal laws, regulations, policies,
procedures, and standards that STATE would normally follow. All such PROJECT work
shall be submitted to STATE for STATE’s rev1ew comment, and concurrence at appropriate
stages of development. :
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11.

12.
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To identify and locate all utility facilities within the PROJECT area as part of its PROJECT
design responsibility. All utility facilities not relocated or removed in advance of construction

“shall be identified on the PROJECT plans and specifications.

To identify and locate all high and low risk undergrbund facilities within the PROJECT area
and to protect or otherwise provide for such facilities, all in accordance with STATE'’s
“Manual on High and Low Risk Underground Facilities Within Highway Rights of Way.

. To prepare Right of Way Engineering hard copy plans, Right of Way Appraisal Maps, Record

of surveys, and Right of Way Record Maps in accordance with the “State of California
Drafting Manual and Plans Manual”, and the State of California Surveys Manual, Chapter 10,
and other pertinent reference material and examples as provide by STATE

To have all necessary right of way maps and documents used to acquire right of way by
AUTHORITY prepared by or under the direction of a person authorized to practice land
surveying in the State of California. Each right of way map and document shall bear the
appropriate professional seal, certificate number, expiration date of regxstratlon certification
and signature of the licensed person in Responsible Charge of Work.

To submit to STATE for review and concurrence all Right of Way Engineering Land-Net
Maps and Right of Way Appraisal Maps, Records of Survey, and Right of Way Record Maps
in accordance with STATE’s Right of Way Manual, Chapter 6, Right of Way Engineering,
STATE’s Plans Preparation Manual, STATE’s Surveys Manual, applicable State laws, and
other pertinent reference materials and examples as provided by STATE.

Personnel who prepare right of way maps, documents, and related materials shall be made
available to STATE, at no cost to STATE, during and after construction of PROJECT until
completion and acceptance by STATE of Right of Way Record Maps, Records of Survey, and
title to any property intended to be transferred to STATE. '

All aerial photography and photogrammetric mapping shall conform to STATE’s current
standards.

A copy of all original survey documents resulting from surveys performed for PROJECT,
including original field notes, adjustment calculations, final results, and appropriate
intermediate documents, shall be delivered to STATE and shall become property of STATE.
For aerial mapping, all information and materials listed in the document “Materials Needed to
Review Consultant Photogrammetric Mapping” shall be delivered to STATE and shall
become property of STATE. '

All original recorded land title documents created by PROJECT shall be delivered to STATE
and become property of STATE.
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'14. To submit to STATE a list of STATE horizontal and vertical control monuments, which will
be used to control surveying activities for PROJECT?

15. To deposit into an escrow account, mutually agreeable to the STATE, within ten (10) wotking
days of receipt of request for payment, the capital cost of right of way to be paid by
AUTHORITY as required for right of way activities as described in Section 1, Articles 1 and
2 as PROJECT proceeds

16. To provide STATE with a certificate of funding which shall be attached hereto (Attachment
2) and made a part of this Agreement. This certificate shall indicate that funds are available
and budgeted for payment to STATE and shall be executed by the designated respon51b1c
- fiscal officer of AUTHORITY

17. Submit approved railroad construction and maintenance agreement prior to R/W certification.

18. To assist STATE in performing R/W activities if requested by STATE. AUTHORITY will
perform the activities with AUTHORIT'Y staff or through consultant services.

SECTION HI
IT IS MUTUALLY AGREED:

1. All obligations of STATE under the terms of this Agreement are subject to the appropriation
' of resources by the Legislature, State Budget Act authority and the allocauon of funds by the
California Transportation Commission (CTC).

2. The parties to this Agreement understand and agree that STATE's Independent Quality
Assurance is defined as providing STATE policy and procedural guidance through to
completion of the PROJECT PS&E and right of way phases administered by AUTHORITY.
This guidance includes prompt reviews by STATE to assure that all work and products
delivered or incorporated into the PROJECT by AUTHORITY conform to then existing
-STATE standards. IQA does not include any PROJECT related work deemed necessary to
actually develop and deliver the PROJECT, nor does it involve any validation to verify and
recheck any work performed by AUTHORITY and/or its consultants and no liability will be
assignable to STATE its officers and employees by AUTHORITY under the terms of this
Agreement or by third parties by reason of STATE’s IQA activities. All work performed by
STATE pursuant to an amendment to this agreement that is not direct IQA shall be chargeable
against PROJECT funds as a service for which STATE will invoice its actual costs and
AUTHORITY will pay or authorize STATE to reimburse itself from then available PROJECT
funds.
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. The Project Report (PR) for PROJECT, approved on November 30, 2007 is by this reference,
made an express part of this Agreement. ‘

. The basic design features shall comply with those addressed in the approved PR, unless
modified as required for completion of the PROJECT's environmental documentation and/or
if applicable, requested by the Federal Highway Administration (FHWA)

- The design, right of way acquisition, and preparation of environmental documentation and
related investigative studies and technical environmental reports for PROJECT shall be
performed in accordance with all applicable Federal and STATE standards and practices
current as of the date of performance. Any exceptions to applicable design standards shall
first be considered by STATE for approval via the processes outlined in STATE's Highway
Design Manual and appropriate memoranda and design bulletins published by STATE. In the
event that STATE proposes and/or requires a change in design standards, implementation of
new or revised design standards shall be done as part of the work on PROJECT in accordance

~with STATE’s current Highway Design Manual Section 82.5, “Effective Date for
Implementing Revisions to Design Standards.” STATE shall consult with AUTHORITY in a

“timely manner regarding the effect of proposed and/or required changes on PROJECT.

. If, during preparation of the PS&E, performance of right of way activities, or performance of
PROJECT construction, new information is obtained which requires the preparation of
additional environmental documentation to comply with CEQA. and/or NEPA if applicable,
this Agreement will be amended to include completion of these additional tasks.

. All administrative reports, studies, materials, and documents, including, but not limited to, all
administrative drafts and administrative finals, relied upon, produced, created or utilized for
PROJECT will be held in confidence pursuant to Government Code section 6254.5(e). The

- parties agree that said material will not be distributed, released or shared with any other
organization, person or group other than the parties’ employees, agents and consultants whose
work requires that access without the prior written approval of the party with the authority to

“authorize said release and except as required or authorized by statute or pursuant to the terms
-of this Agreement.

. AUTHORITY agrees to obtain, as a PROJECT cost, all necessary PROJECT permits,
agreements and/or approvals from appropriate regulatory agencies, unless the parties agree
otherwise in writing. If STATE agrees in writing to obtain said PROJECT permits,
agreements, and/or approvals, those said costs shall be paid for by AUTHORITY, as a
PROJECT cost. '

. AUTHORITY shall be fully responsible for complying with and implementing any and all
environmental commitments.set forth in the environmental documentation, permit(s),
agreement(s), and/or approvals for PROJECT. The costs of said compliance and
implementation shall be a PROJECT cost.
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10. If there is a legal challenge to the environmental documentation, including supporting
investigative studies and/or technical environmental report(s), permit(s), agreement(s), and/or
approvals for PROJECT, all legal costs associated with those said legal challenges shall be a
PROJECT cost.

11. Nothing in the provisions of this Agreement is intended to create duties or obligations to or
rights in third parties not parties to this Agreement or affects the legal liability of either party
to the Agreement by imposing any standard of care with respect to the construction of State
Highways different from the standard of care imposed by law.

12. The party that discovers HM will immediately notify the other party(ies) to this Agreement.

13. HM-1 is defined as hazardous material(including but not limited to hazardous waste) that
requires removal and disposal pursuant to federal or state law, whether it is disturbed by
PROJECT or not.

" 14.HM-2 is defined as hazardous material (including but not limited to hazardous waste) that
may require removal and disposal pursuant to federal or state law, only if disturbed by
PROJECT.

15. STATE, independent of PROJECT, is responsible for any HM-1 found within existing SHS
right of way. STATE will undertake HM-1 management activities with a minimum impact to
PROJECT schedule and will pay all costs for HM-1 management activities.

16. AUTHORITY, independent of PROJECT, is responsible for any HM-1 found outside existing
SHS right of way. AUTHORITY will undertake HM-1 management activities with minimum
impact to PROJECT schedule and will pay all costs for HM-1 management activities.

17. If HM-2 is found within the limits of PROJECT, the public agency rcsponsib}e for
advertisement, award, and administration (AAA) of the PROJECT construction contract will
be responsible for HM-2 management activities.

18. Any management activity cost related to HM-2 is a PROJECT construction cost.

19. Management activities related to either HM-1 or HM-2 include, without limitation, any
necessary manifest requirements and designation of disposal facility.

20. STATE’s acquisition or acceptance of title to any property on which any hazardous material
is found will proceed in accordance with STATE’s policy on such acquisition.
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21. Neither STATE nor any officer or employee thereof is responsible for any injury, damage or
liability occurring by reason of anything done or omitted to be done by AUTHORITY undex
or in connection with any work, authority or jurisdiction conferred upon AUTHORITY ot
arising under this Agreement. It is understood and agreed that, AUTHORITY will fully
defend, indemnify and save harmless STATE and all its officers and employees from all
claims, suits or actions of every name, kind and description brought forth under, including,
but not limited to, tortious, contractual, inverse condemnation, or other theories or assertions
of liability occurring by reason of anything done or omitted to be done by AUTHORITY

- under this Agreement. ,

22. Neither AUTHORITY nor any officer or employee thereof is responsible for any injury,
damage or liability occurring by reason of anything done or omitted to be done by STATE
under or in connection with any work, authority or jurisdiction conferred upon STATE or
arising under this Agreement. It is understood and agreed that, STATE will fully defend,
indemnify and save harmless AUTHORITY and all its officers and employees from all
claims, suits or actions of every name, kind and description brought forth under, including,
but not {imited to, tortious, contractual, inverse condemnation, or other theories or assertions
of Hability occurring by reason of anything done or omltted to be done by STATE under this
Agreement.

23. The parities hereto will carry out PROJECT in accordance with the Scope of Work, attached
and made apart of this Agreement, which outlines the specific responsibilities of the parties
hereto. The attached Scope of Work may in the future be modified in writing to reflect
changes in the responsibilities of the respective parties

. 24. Prior to the commencement of any work pursuant to this Agreement, either STATE or
AUTHORITY may terminate this Agreement by written notice to the other party.

25. No alteration or variation of the terms of this Agreement shall be valid unless made in writing
and signed by the parties hereto and no oral understanding or agreement not incorporated
herein shall be binding on any of the parties hereto.

26. This Agreement shall terminate upon the satisfactory completion of all post-PROJECT
construction obligations of AUTHORITY and the delivery of required PROJECT
construction documents, with concurrence of STATE, or on July 1, 2015 whichever is later in
time, except that the ownership, operation, maintenance, indemnification, environmental
commitments, legal challenges, and claims articles shall remain in effect until terminated or
modified, in writing, by mutual agreement. Should any construction related or other claims
arising out of PROJECT be asserted against one of the parties, the parties agree to extend the
fixed termination date of this Agreement, until such time as the construction related or other
claims are settled, dismissed or paid.
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STATE OF CALIFORNIA 'ORANGE COUNTY TRANSPORTATION AUTHORITY

Department of Transportation

WILL KEMPTON ' By

Director of Transportation - ARTHUR T. LEAHY
Chief Executive Officer, OCTA

By
JIM BEIL.
Deputy District Director
Capital Outlay

APPROVED AS TO FORM AND PROCEDURE

- By: By -
Attorney KENNARD R. SMART
Department of Transportation General Counsel, OCTA

CERTIFIED AS TO FINANCIAL TERMS AND CONDITIONS

Approved: Date:
By: :
Accounting Administrator KIA MORTAZAVI
Executive Director
CERTIFIED AS TO FUNDS
By:
NEDA SABER

District Budget Manager

10
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This Scope of Work outlines the specific areas of responsibility for various right of way activities
for the proposed Orange Freeway State Route 57 Northbound Widening. Project.

ATTACHMENT 1

RESPONSIBILITY
~ STATE AUTHORITY
_PROJECT ACTIVITY _ |
' R/W ACQUISITION & UTILITIES
Rightof Way Capital & sdpport (EA Phases 9 & 2) X
Request Utility Verification X
Request Preliminary Utility Relocation Plans from Utilities X
Prepare R/W Requirements N X
Prepare R/W Data Sheet - X
Submit R/'W Requirements ' ‘ X
Review and Comment on R/W Requirements X
Longitudinal Encroachment Review X
. Longitudinal Encroachment Application to District X
' Approve Longitudinal Encroachment Application X
Request Final Utility Relocation Plans X
Submit Utility Relocation Plans for Approval & Review X
Check Utility Relocation Plans for permit compliance X
. Approve Utility Relocation Plans X
- Submit Final R/W Requirements for Review & Approval X .
Fence and Excess Land Review , X X
Prepare & Submit Railroad Design Plans within the PROJECT X
area per Caltrans and Railroad Standards
| Review, Approve & Process Railroad Design Plans within the X
- PROJECT area per Caltrans and Railroad Standards
| Prepare & Submit Railroad PUC Application X
Review, Approve & Process Railroad PUC Application X

11
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Prepare & Submit Railroad Construction and Maintenance X |
Agreement :

Review, Approve & Process Railroad Construction and X
Maintenance Agreement

R/W Layout Review X

>

Approve R/W Requirements

Obtain Title Reports, Updated Title Reports and Policies of X
Title |

'| Complete Appraisals

Review and Approve Appraisals for Setting Just Compensation

Prepare Acquisition Contracts

Acquire R/W

Open escrows and Make Payments

Provide Displacee Relocation Services

Prepare Relocation Payment Valoations

P K K K KX

Prepare Displacee Relocation Payments

Perform Property Management Activities _ X

Perform R/W Clearance Activities
Prepare and Submit Certification of R/W

Review and Approve Certification of R/W

g K

Approve & Record Title Transfer Documents

Prepare R/W Record Maps ' X

12
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- EXHIBIT A
~ COST ESTIMATE
Item STATE AUTHORITY
Construction Capital $70,000,000¢ $36,188,000* (34%)
Construction Support $0 | $18,360,000*(100%)
Right of Way Capital 30 o $5.000,000% + (100%)
Right of Way Support $0 $1,500,000* + (100%)
State-Furnished Materials 30 $0(0%)
Source Inspection $0 : $0(0%)
Total © $70,000,000 $61,048,000(46.58%)

+Corridor Mobility Improverent Account  * Local Funds-Measure M + Revised per Project Change Request Amendment to Fact Sheet

13
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ATTACHMENT 2

Certificate of Funding:

CORRIDOR MOBIHLITY IMPROVEMENT ACCOUNT
PROJECT SCOFE, COSY, SCHENULE, AND BENEFIT BASELINE DATA

CTounty: Orange TRaumz 57;'PPNO: 3788

Project THie: Widan KB from 0.4 mile north of SR-31 to 0.1 rofte north of Lambert Road.

We aciknowlcdge fhe scepe, cost, schedute, and benefits as identiied on the attached project ket
and funding sheels are the haseline foc project monitoring by the California Transporiation
Commission and its Corridor Mobility improvement Accoun{ Project Delivery Council. We certify
thiat funding sources cited are coammitted and expectad to be available; the estimated costs
represent full project funding, and the description of benetits Is the best estinte possible.

Pl A L y3
PEARE s T L g
Ll ‘&t"{" P —"A{?f £ bR
ALd
*AMhur T Leahy Date
Criief Executive Offficer

Qrange Courty Transpanstion Authority

E L s
R .éjz_;‘}{;vﬁA b AT T
Will Kermnpton )

Director
Catifornia Diepanment of Transpaortation

R a4
JedkgnF Barne, Jdr. ' e’ Date

Executive Directar

Califorwia T'rahsporuation Commigsion

14
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EEEY

CORRIDOR MOBILITY MMPROVEMENT ACCOUNT

Project Fact Sheet

Lead Agency: OCTA . . e

{Contect Parson Arshiag Rashec e

Phane Nuraber 714:560.5874 Eax taomber 1135605734 .
Arashedigonta. sl
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. 3t " T . corren e Raute ¢
Cauny > RegnafhB07 I ity Cavidon ©
SCAG 57

. RowisiConidor & P
E;aquess(mﬁa!_; 32,47

Senge: A3

_{Pssambly: 71, 72
E&P (PARED): QUIA lesee.  ocra
tby zompoagnt) R, CALIRENS lcon.  carrans ]
Projges Ve Rigen NS from 04 mlie ronfiel SRS le 0 ) mile north of Lamben Rowg .

Letation - Projoct Litrds - Oescitption ped Scope of Work (Provite s project loeation mag on o saparaic soet 204 altach © this fore)
[Wicer: N2 from 0.4 mile svweth ¢ 8R-61 1o & 1 midle nonh of Lamperl Rosd with total inngth of 4.7 mies 1o add laoe. The raplecervont ptanting will e
spiit-from the praject at e tme of vota,

D et et i+ e e et et e rereen e 5 e S 155t ettt 55 e e e e+ s —
Desoription of Maior Prajsct Benefits -
% . Hes,
] 9SO w4,
Expucted Scurce(s) of Additione! Funding it the Current Funding Plan Proves insufficiant
Additiral Messue: s wouilf be used.
NOFONS! .
Rt
NoULT Acteplonce Miwstone)
io6est ReRDIt Miv stona}
NOTE Yhe SIS Conmol Mailisy Imprmvement Asounl [CHIA) Pixpaen Guidviaas e10ud N3 Deon 1eas dnd saior 16 Bom of the CRAA Farst Shant

T CTC CMIA Gildptinng and « tomplgin of Uiz Prsiect Fat Shuef Rre avataoli 2t P e, rlutm.qemmgd—msng n 3 R o 1y

Caifornia Trausportinion Comraissisn
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g £
LN

CORRIDOR MOBILITY IMPROVEMENT ADCOUNT
Project Fact Sheet - Froject Cost and Funding Plan
{icilars i thousands and escralated)
Shaved fields are automzticaliy caloufated. Proase do not il these fisids.
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TOTAL i 682 13,790
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& €

CORRIDOR MOBILITY !MPROVEMEN_T ACCOUNT
Project Fact Sheet - Project Cost ard Funding Plan
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Shaded fields are automatically calsuleted. Plsase do not §Il these fields.
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OCTA

BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
we
From: Wendy Knowles, Clerk of the Board
Subject: Semi-Annual Review of Grant-Funded Street Projects

Highways Committee Meeting of February 2, 2009

Present: Directors Amante, Cavecche, Glaab, Green, Mansoor, Nguyen,
Norby, and Pringle
Absent: Director Dixon

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Approve adjustments to the Combined Transportation Funding Program
project allocations as presented.

Orange County Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



OCTA

February 2, 2009

To: Highways Committee

From: Arthur T. Leahy, Chief Executive Officer

Subject: Semi-Annual Review of Grant-Funded Street Projects
Overview

The Orange County Transportation Authority recently completed the
semi-annual review of projects funded through the Combined Transportation
Funding Program. This process reviews the status of grant-funded streets and
roads projects and provides an opportunity for local agencies to update project
information. The requested changes and recommendations are provided for
review and approval.

Recommendation

Approve adjustments to the Combined Transportation Funding Program project
allocations as presented.

Background

The Combined Transportation Funding Program (CTFP) is the mechanism the
Orange County Transportation Authority (OCTA) uses to administer funding for
streets and roads projects throughout the County. The CTFP contains a
variety of funding programs and sources including Measure M local and
regional streets and roads revenues, as well as federal Regional Surface
Transportation Program (RSTP) funds. The CTFP provides local agencies with
a comprehensive set of guidelines for administration and delivery of various
transportation funding grants.

Consistent with the CTFP guidelines, OCTA staff meets with representatives
from all local agencies twice each year to review the status of projects
and proposed changes. This process is commonly referred to as the
semi-annual review (SAR). The goals of the SAR process are to review project
status, determine the continued viability of projects, and address local agency
issues.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)
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In an effort to improve timely delivery of Measure M project allocations, the
OCTA Board of Directors (Board) adopted a time extension policy in
November 2004. Since federal RSTP funds are programmed by OCTA
and administered through the state, projects funded with RSTP funds are
governed by state and federal timely use provisions requiring funds
to be obligated within the programmed year. Therefore, OCTA has very
limited flexibility in accommodating delay or advancement requests for these
projects.

Since 1991, OCTA has competitively awarded more than $710.1 million
in Measure M funds and approximately $339.3 million of federal RSTP funds
to local agencies through the CTFP. These projects are programmed for
fiscal years 1992-93 through 2009-10.

Discussion

During the September 2008 SAR, 13 agencies requested 35 various
adjustments to Measure M-funded and RSTP-funded projects. Detailed
information for requested changes, justifications, and project details are shown
in Attachment A. These changes were reviewed and recommended for
approval by the Technical Advisory Committee on December 10, 2008; staff
recommends Board approval as described in Attachment A.

In summary, requested adjustments to Measure M-funded projects include the
following:

o One project allocation, totaling $90,000, requested project advancement.
. Six project allocations, totaling $798,000, requested cancellation.
. Fourteen miscellaneous project allocation adjustments were requested.

These included transferring funds between project phases, changes in
lead agency status, and minor revisions to project scope.
. Thirteen project allocations, totaling $8.4 million, requested a project delay.

During the review process, the City of Stanton (City) requested $300,000
additional funding for the Katella Avenue Smart Street Project. The funding
was requested to cover previous City expenditures in excess of the approved
allocation amounts. As noted in Attachment A, staff is recommending that this
request be denied since it was made after the funds were expended.
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The frequent project delay requests that occur during the SAR have been
recognized as a concern. With less than three years until the CTFP contract
award deadline of March 31, 2011, an intensive effort was made to work with
the local agencies on realistically assessing the continued viability of projects
on which delay requests were being made. Additionally, much discussion went
into the specific issues that caused the delay requests and how these could be
mitigated. All this was done in an effort to minimize the delay requests
received as part of the SAR. During the previous SARs conducted in
March 2008 and September 2007, delays were requested for 45 projects
totaling $36.2 million and 38 projects totaling $38.2 million respectively.

The 13 project delay requests that were made as part of the current SAR are a
significant decrease over previous years. The following provides a breakdown
of these requests by cause of delay as reported by the agencies.

o Five delay requests for additional time to execute right-of-way acquisition.

o One delay request for additional time to address all public outreach
comments.

o One delay request to allow the local agency to reconfigure the project site.

o One delay request to allow the local agency to finalize design.

o Four delay requests to allow local agencies to coordinate the project
with utility company and other agencies.

o One delay request to allow the local agency to refine the scope of work.

Staff performed a detailed review of each of these requests with the respective
local agencies and recommends the approval of all changes as noted in
Attachment A. The requested changes are consistent with CTFP guidelines
and the Board-approved time extension policy. A summary of delay requests
for projects is also included in Attachment B. All delay requests are subject to
approval by the Board of Supervisors or city council and the OCTA Board.

Requested adjustments to federally funded projects include:

. One RSTP-funded Master Plan of Arterial Highways (MPAH) project
requested a fund transfer from right-of-way to construction.

) Four RSTP-funded MPAH projects requested miscellaneous adjustments
to combine three existing projects into one new project.

Adjustments for federal RSTP-funded projects are governed by state and
federal timely use requirements. As previously stated, OCTA has limited ability
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to grant time extensions to these projects due to the significant “use it or lose it”
provisions associated with these programs. As such, time extension requests
for RSTP-funded projects are typically not accommodated to ensure no loss of

funding.

Between March and September of 2008, $26.5 million of CTFP projects were
completed and closed out. The table below provides the overall status of the
CTFP projects since program inception:

Measure M RSTP
Status Definition Allocations Allocations
(millions) (millions)
Completed Project work is complete, final report is filed,
P approved, and the final payment has been made. 3471 | $ 239.9
. Project work has been completed and only the final
Pending . . .
report submittal/approval is pending. 4181% 31.9
Project is progressing on schedule and within the
Started . .
funding allocation. 161.918% 38.2
Planned Project is planned but has not entered the program
year. 159.2 | § 29.3
TOTAL PROJECT ALLOCATIONS
71001 $ 339.3
Summary

OCTA has recently reviewed the status of grant-funded street and road
projects funded through the CTFP. In total, 35 project allocation adjustments
from 13 agencies are recommended for approval. The next SAR is scheduled
for March 2009.
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Attachments

A. Combined Transportation Funding Program - September 2008 Semi-Annual
Review Adjustment Requests
B. Combined Transportation Funding Program - Delay Report - September 2008

Prepared by: Approved By:

Rogeri: Kia Mortazayi

Section Manager, Project Delivery Executive DiréCtor, Development
714-560-5438 714-560-5741




Request For Advance

BUENA PARK 03-BPRK-GMA-3050

GMA

Combined Transportation Funding Program
September 2008 Semi-Annual Review Adjustment Requests

BEACH BLVD/SR-91 EASTBOUND
RAMP WIDENING

09/10

Projed(# ProjeCt e culerent Proggsed

$90,000.00

Action
Request

ADVANCE

Proposed
Amount

$90,000.00

Reason

CITY WOULD LIKE TO MATCH PROJECT ALLOCATION 03-BPRK-
GMA-3050 WITH 05-BPRK-RIP-2656. REFER TO GMA-TAC/E.O FOR
APPROVAL.

Request For Delay

Sub-Total GMA Program Advance (1);

$90,000.00

$90,000.00°

Advance - Total /

BEACH/STANFORD

] Mé#éq@ M Programs (1)|.

1$90,000.00

1$90,000.00 |

ADDITIONAL TIME 1S NEEDED TO COORDINATE MULTIPLE

STANTON  |00-STAN-GMA-3187 GMA c 07/08 24 08/10 $60,000.00 DELAY $60,00000  |PROJECTS WITH CALTRANS. REFER TO GMA-TAC/E.O FOR
INTERSECTION IMPROVEMENTS APPROVAL . (ND DELAM
ADDITIONAL TIME IS NEEDED TO EXECUTE RIGHT-OF-WAY FINAL
MISSION OSO/MARGUERITE APPROVAL. CITY STILL NEEDS TWO SIGNATURES FROM 2
VIEJO 05-MVJO-GMA-2784 GMA | INTERSECTION IMPROVEMENTS | © 07108 12 08/08 $516,165.00 DELAY 851616500 |pARCELS. THE CITY HAS SECURED SIGNATURES FROM 6 OUT
OF 8 PARCELS. REFER TO GMA-TAC/E.O FOR APPROVAL.
ADDITIONAL TIME IS REQUIRED TO OBTAIN AND ADDRESS ALL
PACIFIC COAST HIGHWAY PUBLIC OUTREACH COMMENTS ON THE TOWN CENTER DESIGN.
DANA POINT [00-DPNT-GMA-3058 BMA | VERENTS Cown CEnTER]| € 08/09 12 0910 $126,000.00 DELAY $12500000  |CURRENTLY THE CITY HAS FINALIZED THE TOWN CENTER
SPECIFIC PLAN AND SECURED COASTAL COMMISSION
APPROVAL. REFER TO GMA-TAC/E.O FOR APPROVAL.
COUNTY OF MOULTON PKWY, SEGMENT 2, N
o F |oo-LhLL-omast1e GMA | T A MARIA 10 21 PAGIFIGOY | € 08109 12 090 $458,000.00 DELAY $458,000.00  |ADDITIONAL TIME 1S NEEDED TO FINALIZE THE PSSE.
: , S Sub-Total GMA Program Delays (4)| . $1,159,165.00 $1,159,165.00
BUENA PARK [03-BPRK-IIP-1039 P :ﬁﬁ}ggv%n’gm’\wm” AVE c 07108 12 08109 $134,479.64 DELAY $134479.64  |ADDITIONAL TIME IS NEEDED TO OBTAIN CALTRANS PERMIT,
BEACH/STANFORD
ADDITIONAL TIME IS NEEDED TO COORDINATE MULTIPLE
STANTON  |03-STAN-IIP-1219 P g\gg;sCETcnow IMPROVEMENT c 07408 24 0910 $124,080.00 DELAY $124,08000 |00 It CALTRANS. (GND DELAY)
ADDITIONAL TIME IS NEEDED TO RECONFIGURE THE SITE. THE
CURRENT FUELING POSITIONS WILL BE IMPACTED BY THE
GARDEN EUCLIDITRASK INTERSECTION PROJECT. THE COST TO RECONFIGURE THE SITE HAS BEEN
GROVE 05-GGRV-1IP-2159 P IMPROVEMENT PROJECT ¢ 08/09 24 torm $410,359.59 DELAY $410.359.59  |ESTIMATED AT $2.1 MILLION AND WILL TAKE APPROXIMATELY A
YEAR. CITY IS SEEKING THE FINANCIAL RESOURCES TO
ACQUIRE.
ADDITIONAL TIME IS NEEDED TO EXECUTIVE RIGHT-OF-WAY
MISSION OSO/MARGUERITE FINAL APPROVAL. CITY STILL NEEDS TWO SIGNATURES FROM 2
VIEJO 05-MVJO-IIP-2668 P | INTERSECTION WIDENING ¢ Ovios 12 08/09 $1,944,075.00 DELAY $1.944.07800  |5ARCELS. THE CITY HAS SECURED SIGNATURES FROM 6 OUT
OF 8 PARCELS. REFER TO GMA-TAC/E.O FOR APPROVAL.
ORANGE  |00-ORNG-IP-3142 P [TUSTIN AVE & CHAPMAN AVE R 08/09 12 09/10 $1,904,635.00 DELAY $1,904,635.00 ﬁggﬂg?g’qﬂw S NEEDED TO COMPLETE RIGHT-OF-WAY
ADDITIONAL TIME IS NEEDED DUE TO UTILITY RELOCATION. THE
CITY MUST COORDINATE THE RELOCATION AND UPGRADE OF A
ORANGE  |03-ORNG-IIP-1186 P |TUSTIN STREET & MEATS AVE c 08/08 12 09/10 $664,264.00 DELAY $664,264.00  |SOUTHERN CALIFORNIA EDISON TRANSMISSION POLES AND
CONSIDER THE FEASIBILITY OF UNDERGROUNDING OVERHEAD
LINES. .
... Sub-Total IP Program Delays (6)}  $5,181,893.23 - - $5,181,893.23

V INJNHOV 1LV



MISSION
VIEJO

Project #

99-MVJO-MPAH-1140

Program

MPAH

Combined Transportation Funding Program
September 2008 Semi-Annual Review Adjustment Requests

Project Title

LA PAZ BRIDGE WIDENING
(MURILANDS TO CHRISANTA)

Proposed
FY

07/08 24 08/10

$1,521,053.00

Action

Request

DELAY

Proposed
Amount

$1,521,053.00

Reason

ADDITIONAL TIME IS NEEDED FOR APPROVAL OF THE DESIGN BY,
THE RAILROAD. SOME MINOR RIGHT-OF-WAY iSSUES
CONTINUE. THE CITY HAVE SECURED SIGNATURES FOR 3 OUT
OF 8 PARCELS.

ORANGE

00-ORNG-MPAH-3144

MPAH

MAIN STREET WIDENING (260’
N/O PALMYRA TO 300 S/O

08/09 12 09/10

$351,508.00

DELAY

$351,508.00

ADDITIONAL TIME 1S NEEDED TO COMPLETE RIGHT-OF-WAY
ACQUISITION.

CHAPMAN)

- Sub-

otal MPAH Program Delays.(2)

:$1,872,561.00

$1,872,561.00

IRVINE

05-IRVN-TDM-2031

TDM

IRVINE BUSINESS COMPLEX (IBC)
RESIDENTIAL RIDESHARE
PROGRAM DEVELCPMENT

07/08 24 08/09

$200,000.00

DELAY

$200,000.00

THIS PROJECT iS A COMPONENT OF A MUCH LARGER PROJECT
(TRANSPORTATION MANAGEMENT ASSOCIATION) WHICH IS
STILL BEING FINALIZED; THEREFORE, ADDITIONAL TIME 1S
NEEDED TO REFINE THE SCOPE OF WORK FOR THE IBC
RESIDENTIAL RIDESHARE PROGRAM.

Sub-Total TDM Program Delays (1)

+.$200,000.00

$200,000.00

Delays - Total All Measure M:Programs (13)

. $8,413,619.23

$8,413,619.23

IRVINE

00-IRVN-GMA-3094

GMA

PARK AND RIDE ASSESSMENT

05/08 N/A N/A

$25,000.00

CANCEL

$0.00

CITY WOULD LIKE TO CANCEL THE PROJECT. WITH THE
COMPLETION OF THE IRVINE STATION PARKING STRUCTURE,
THE ENGINEERING FUNDS ARE NO LONGER NEEDED. REFER TO
GMA-TAC/E.O FOR APPROVAL.

Sub-Total GMA Program:Cancel (1)

$25,000.00

$0.00

LOS
ALAMITOS

05-LSAL-TDM-2445

TDM

CERRITOS AVE BICYCLE LANES

08/08 N/A N/A

$8,108.00

CANCEL

$0.00

CITY WOULD LIKE TO CANCEL THE PROJECT. THE STREETS ARE
TOO NARROW TO ACCOMMODATE THE BICYCLE LANES.
ADDITIONALLY THE RESIDENTS IN THE ARE DO NOT SUPPORT
THIS PROJECT.

LOS
ALAMITOS

05-LSAL-TDM-2445

TDM

CERRITOS AVE BICYCLE LANES

08/09 N/A N/A

$32,437.00

CANCEL

$0.00

CITY WOULD IKE TO CANCEL THE PROJECT. THE STREETS ARE
TOO NARROW TO ACCOMMODATE THE BICYCLE LANES.
ADDITIONALLY THE RESIDENTS IN THE ARE DOES NOT SUPPORT
THIS PROJECT.

LOS
ALAMITOS

05-1.SAL-TDM-2570

TOM

FARQUHAR BICYCLE LANES

08/09 N/A N/A

$27,956.00

CANCEL

$0.00

CITY WOULD LIKE TO CANCEL THE PROJECT. THE STREETS ARE
TOO NARROW TO ACCOMMODATE THE BICYCLE LANES.
ADDITIONALLY THE RESIDENTS IN THE ARE DOES NOT SUPPORT
THIS PROJECT.

LOS
ALAMITOS

05-LSAL-TDM-2570

TDM

FARQUHAR BICYCLE LANES

08/09 N/A N/A

$117,975.37

CANCEL

$0.00

CITY WOULD LIKE TO CANCEL THE PROJECT. THE STREETS ARE
TOO NARROW TO ACCOMMODATE THE BICYCLE LANES.
ADDITIONALLY THE RESIDENTS IN THE ARE DOES NOT SUPPORT
THIS PROJECT.

IRVINE

05-IRVN-TDM-2075

DM

SPECTRUM PARK AND RIDE
FACILITY

08/09 N/A N/A

$22,400.00

CANCEL

$0.00

CITY WOULD LIKE TO CANCEL THE PROJECT. WITH THE
COMPLETION OF THE IRVINE STATION PARKING STRUCTURE,
THE ENGINEERING AND CONSTRUCTION FUNDS ARE NO
LONGER NEEDED.

IRVINE

05-IRVN-TDM-2075

TOM

SPECTRUM PARK AND RIDE
FACILITY

08/09 N/A N/A

$177,600.00

CANCEL

$0.00

CITY WOULD LIKE TO CANCEL THE PROJECT. WITH THE
COMPLETION OF THE IRVINE STATION PARKING STRUCTURE,
THE ENGINEERING AND CONSTRUCTION FUNDS ARE NO
LONGER NEEDED.

Sub-Total TDM: Program Cancel(3)

- $386,477.37

$0.00




Combined Transportation Funding Program
September 2008 Semi-Annual Review Adjustment Requests

A . ) Current Proposed Action Proposed Reason
n Project # Progr:
Agency (o] gram Project Title Phase Fy Months Amount Request Amount
THIS PROJECT WAS COMPLETED THROUGH A DEVELOPER
IRVINE 05-IRVN-SIP-2007 sip  [JAMBOREE ROAD (MACARTHUR | ¢ 06/07 N/A N/A $22,214.00 CANCEL $0.00 OBLIGATED PROJECT; THEREFORE, THE CITY REQUESTS
TO I-405)
CANCELLATION,
THIS PROJECT WAS COMPLETED THROUGH A DEVELOPER
IRVINE 05-IRVN-SIP-2007 sip  |[JAMBOREE ROAD (MACARTHUR | 06/07 N/A N/A $169,384.80 CANCEL $0.00 OBLIGATED PROJECT: THEREFORE, THE CITY REQUESTS
TO 1-405)
CANCELLATION.
THIS PROJECT WAS COMPLETED THROUGH A DEVELOPER
{RVINE 05-IRVN-S1P-2008 sip  {/AMBOREE ROAD (BARRANCATO| ¢ 06/07 N/A N/A $22,655.00 CANCEL $0.00 OBLIGATED PROJECT; THEREFORE, THE CITY REQUESTS
1-405)
CANCELLATION.
THIS PROJECT WAS COMPLETED THROUGH A DEVELOPER
IRVINE 05-IRVN-SIP-2006 sip  [JAMBOREE ROAD (BARRANCATO| 06/07 NIA N/A $172,745.91 CANCEL $0.00 OBLIGATED PROJECT; THEREFORE, THE CITY REQUESTS
1-405)
CANCELLATION,
- Sub-Total SIP Program Cancel (2)|. . $386,999.71 $0.00
-+ Cancellation - Total All Méasure M Programs (6)| - :$798,477.08 $0.00

Misc. Adjustments

COUNTY OF ORANGE WOULD LIKE TO CANCEL THIS PROJECT
COUNTY OF e AND REALLOCATE THE FUNDS TO ALTON PARKWAY (05-ORCO-
COUNTY 0% |0s-0RCO-GMA-2085 GMA  |ALTON PARKWAY E 0708 NIA N/A $500,000.00 TRANSFER 895000000 | B S o TAG/E.O. APPROVED THE CANGEL LATION
AND REALLOCATION IN JUNE 2006.
COUNTY OF ORANGE WOULD LIKE TO CANGEL THIS PROJECT
COUNTY OF i CROWN VALLEY PARKWAY AND REALLOCATE THE FUNDS TO ALTON PARKWAY (05-ORCO-
ORANGE  |99-ORCO-GMA-1040 GMA  |BRIDGE PHASE I-I ¢ 0s/04 NiA N/A $450,000.00 TRANSFER $0.00 GMA-2086). GMA 9-TAC/E.O. APPROVED THE CANCELLATION
AND REALLOCATION IN JUNE 2006.
CITY WOULD LIKE TO TRANSFER THIS ALLOCATION TO A NEW
17THARVINE INTERSECTION GMA PROJECT: HARBOR BLYD - ADAMS AVE INTERSECTION.
COSTA MESA |08-CMSA-GMA-2920 GMA | e E 08/09 NIA NIA $40,000.00 TRANSFER $0.00 CRAENT GHA FUNDING DI NOT REGEIVE AN 1P At L OOATION.
REFER TO GMA-TAC/E.O FOR APPROVAL.
CITY WOULD LIKE TO TRANSFER THIS ALLOCATION TO A NEW
HYLAND 1-405 N8 RAMP/SOUTH GMA PROJECT: HARBOR BLVD - ADAMS AVE INTERSECTION,
COSTA MESA |08-CMSA-GMA-2912 GMA [ e E 08/09 NIA N/A $25,000.00 TRANSFER $0.00 AT Gy FUN DI Db O REGEIVE AN 1P ALLOOATION.
REFER TO GMA-TAC/E.O FOR APPROVAL.
CITY WOULD LIKE TO TRANSFER THIS ALLOCATION TO A NEW
HARBOR BLVD - ADAMS AVE GMA PROJECT: HARBOR BLVD - ADAMS AVE INTERSECTION.
COSTAMESA TBD GMA | NTERSECTION E 08/09 NiA NIA $0.00 TRANSFER $65,00000  iCURRENT GMA FUNDING DID NOT RECEIVE AN IIP ALLOCATION.
REFER TO GMA-TAC/E.O FOR APPROVAL.
CITY WOULD LIKE TO CANCEL THIS PROJECT AND REALLOCATE
BALUSUNKIST INTERSECTION THE FUNDS TO RAIL CROSSING SAFETY IMPROVEMENTS 06-
ANAHEIM  |08-ANAH-GMA-3016 oM |BALUSUN E 08109 N/A NIA $50,000.00 TRANSFER $0.00 e o i VD T CANCELLATON
AND REALLOCATION IN JUNE 2006.
CITY WOULD LIKE TO CANCEL THIS PROJECT AND REALLOCATE
BROADWAY WEST ITS- DALE TO THE FUNDS TO RAIL CROSSING SAFETY IMPROVEMENTS 08-
ANAHEIM 05-ANAH-GMA-2704 GMA LOARA (03 08/09 N/A N/A $40,000.00 TRANSFER $0.00 ANAH-GMA-3022. GMA TAC/E.O. APPROVED THE CANCELLATION
AND REALLOCATION iN JUNE 2006.
CITY WOULD LIKE TO CANCEL THIS PROJECT AND REALLOCATE
{ AKEVIEW AVE/ORANGETHORPE THE FUNDS TO RAIL CROSSING SAFETY IMPROVEMENTS 08-
ANAHEIM  |08-ANAH-GMA-3020 ama  [LAEEE E 08109 NIA NIA $158,811.00 TRANSFER $0.00 T o e G S T e AN o o
AND REALLOCATION IN JUNE 2006,




Project #

Program

Combined Transportation Funding Program
September 2008 Semi-Annual Review Adjustment Requests

ject Title

Proposed

Action
Request

oposed
Amount

CITY WOULD LIKE TO CANCEL THIS PROJECT AND REALLOCATE
LAKEVIEW AVE/ORANGETHORPE THE FUNDS TO RAIL CROSSING SAFETY IMPROVEMENTS 08-
ANAHEIM  |08-ANAH-GMA-3020 A [AKEVIE c 08/08 N/A NIA $62,800.00 TRANSFER $0.00 S s R S VD Tt i O N
AND REALLOCATION IN JUNE 2006,
CITY WOULD LIKE TO CANCEL THIS PROJECT AND REALLOCATE
RAILROAD CROSSINGS SAFETY THE FUNDS TO RAIL CROSSING SAFETY IMPROVEMENTS 08-
ANAHEIM  |08-ANAH-GMA-3022 GMA O v £ 08/09 NIA NiA $200,000.00 TRANSFER $511.611.00 |18 S O O e o nobROVED Tt CANCEL AT oN
AND REALLOCATION IN JUNE 2006.
CITY WOULD LIKE TO TRANSFER THIS ALLOCATION FROM RIGHT
FOUNTAIN SLATERINEWHOPE
o 05-FVLY-GMA-2544 GMA | O OVEMENT R 06/07 NIA N/A $100,000.00 TRANSFER $0.00 g;;v;grl ;Lo CONSTRUCTION. REFER TO GMA-TAC/E.O. FOR
CITY WOULD LIKE TO TRANSFER THIS ALLOCATION FROM RIGHT-
FOUNTAIN SLATER/NEWHOPE
T 05-FVLY-GMA-2544 GMA [ ROVEMENT c 06/07 N/A N/A $0.00 TRANSFER $100,000.00 SPFEV;ST/ /ILO CONSTRUCTION. REFER TO GMA-TAC/E.Q. FOR
CITY WOULD LIKE TO TRANSFER $400,000 FROM 57-STAN-SSP-
STANTON  {67-STAN-SSP-2020 ssp g’;gﬁ)" AVE (MAGNOLIA TO R 02/03 NIA N/A $1,729,970.88 TRANSFER $1,325,970.88  |2020 TO 97-STAN-SSP-2019 TO COVER PART OF THE BUDGET
SHORTFALL.
CITY WOULD LIKE TO TRANSFER $400,000 FROM 97-STAN-SSP-
STANTON  |87-STAN-SSP-2019 ssp [SATELLAAVE (MAGNOLIATO R 02/03 N/A N/A $383,000.00 TRANSFER $783000.00  |2020 TO 97-STAN-SSP-2019 TO COVER PART OF THE BUDGET
ACH)
SHORTFALL.
Sub-Total GMA Program Misc. Adjustments (14) - - $3,739,581.88 $3,739,581.88
Misc. Adjustments - Total All Measure M Programs (14); . $3,739,581.88 $3,739,581.88 -

Misc. Adjustments - Federaily Funded Projects

SAN JUAN ) - CITY WOULD LIKE TO TRANSFER $16,500 FROM RIGHT-OF-WAY
oapisTRANG |05-SJCP-MPAH-2395 RSTP  {Del Obispo Street Widening R 07/08 N/A N/A $18,500.00 TRANSFER $0.00 TO CONSTRUCTION. TO STREAMLINE FUNDING PROCESS.
SAN JUAN ) - CITY WOULD LIKE TO TRANSFER $16,500 FROM RIGHT-OF-WAY
caPISTRANG | 05-SICP-MPAH-2396 RSTP  |Del Obispo Street Widening c 08/09 N/A N/A $2,722,954.50 TRANSFER $2,739.45450  |{ CONSTRUCTION. TO STREAMLINE FUNDING PROCESS.
CAMBRIDGE STREET
ORANGE TBO AHRP  |REHABILITATION FROM KATELLA [ C 08/08 N/A N/A $250,076.50 TRANSFER $0.00 CITY WOULD LIKE TO COMBINE 3 PROJECTS INTO 1 PROJECT.
TO TAFT
CAMBRIDGE STREET
ORANGE TBD AHRP  |REHABILITATION FROM TAFT TO c 08/09 N/A N/A $384,050.50 TRANSFER $0.00 CITY WOULD LIKE TO COMBINE 3 PROJECTS INTO 1 PROJECT.
MEATS
CAMBRIDGE STREET
ORANGE TBD AHRP  |REHABILITATION FROM WALNUT c 08/09 N/A N/A $229,664.00 TRANSFER $0.00 CITY WOULD LIKE TO COMBINE 3 PROJECTS INTO 1 PROJECT.
TO COLINS
CAMBRIDGE STREET
ORANGE TBD AHRP  |REHABILITATION (KATELLA TO c 08/09 N/A N/A $0.00 TRANSFER $863,791.00 CITY WOULD LIKE TO COMBINE 3 PROJECTS INTO 1 PROJECT.
TAFT & WALNUT TO COLINS)
E Total Misc. Adjustments (5)} ::$3,603,245.50 $3,603,245.50
Misc. Adjustments - Total All Federally Funded Programs (5) . .$3,603,245.50 $3,603,245.50
Ad O R 0 gded or Approva
ADDITIONAL CITY WOULD LIKE TO REQUEST AN ADDITIONAL $300,000 IN
STANTON 97-STAN-SSP-2020 SSP  {KATELLA AVE (BEACH to KNOTT) E 97/98 N/A N/A $78,000.00 FUNDS §378,000.00 FUNDING TO COVER PART OF EXPENDITURES IN EXCESS OF
APPROVED ALLOCATIONS.
‘ L : * Total Adjustments (1) - $78,000.00 $378,000:00 - '
Ad;ustments Total NOT Recommended for Approval (1)} - $78,000.00 $378,000:00




Combined Transportation Funding Program

September 2008 Semi-Annual Review Adjustment Requests

Glossary of Acronyms

Acronym |Description
AHRP Arterial Highway Rehabilitation Program

C Project Construction Phase

E Project Engineering Phase

E.O Elected Official

GMA Growth Management Areas Program

P Intersection Improvement Program

IMP Improvement

INT Intersection

ITS Intelligent Transportation System

MPAH Master Plan of Arterial Highways

N/O North of

PS&E Certification of Plans, Specifications, and Estimate
R Project Right-of-Way Phase

RSTP Regional Surface Transportation Program

S/O South of

SIP Signal Improvement Program

SSP Smart Street Program

TAC Technical Advisory Committee

TDM Transportation Demand Management Program




ATTACHMENT B

Combined Transportation Funding Program
Delay Report - September 2008

Age oje : Proje e Phase 0 Amo d Dela
e Dela Dela
eptembe 008 Delay Reque
BUENA PARK 03-BPRK-1IP-1039 BEACH BLVD/MALVERN AVE IMPROVEMENT o] 07/08 12 07/08 08/09 $ 134,480 Sept-08
ggngT-;YE OF 00-LHLL-GMA-3116 :\’AAOCUILF-'TCOO'\‘) PKWY, SEGMENT 2, N (SANTA MARIA TO EL Cc 08/09 12 08/09 09/10 $ 458,000 Sept-08
DANA POINT 00-DPNT-GMA-3058 PACIFIC COAST HIGHWAY IMPROVEMENTS Cc 08/09 24 02/03 09/10 $ 125,000 Sept-06 Sept-08
GARDEN GROVE |05-GGRV-IP-2158 EUCLID/TRASK INTERSECTION IMPROVEMENT PROJECT C 08/09 24 08/09 10111 $ 410,360 Sept-08
IRVINE 05-IRVN-TDM-2031 ;;\ég‘:HiLésEl’;ER%SG%L\AA%LEE&E(LI%C;)’\EENS;DENTIAL E 07/08 12 07/08 08/09 $ 200,000 Sept-08
MISSION VIEJO 05-MVJO-GMA-2784 OSO/MARGUERITE INTERSECTION IMPROVEMENTS Cc 07/08 12 07/08 08/09 $ 516,165 Sept-08
MISSION VIEJO 05-MVJO-1IP-2668 OSO/MARGUERITE INTERSECTION WIDENING o} 07/08 12 07/08 08/09 $ 1,944,075| Sept-08
MISSION VIEJO 99-MVJO-MPAH-1140 LA PAZ BRIDGE WIDENING (MURILANDS TO CHRISANTA}) E 07/08 24 07/08 09/10 $ 1,521,053 Sept-08
ORANGE 00-ORNG-IIP-3142 TUSTIN AVE & CHAPMAN AVE R 08/09 12 08/09 09/10 $ 1,904,635 Sept-08
ORANGE 03-ORNG-iP-1186 TUSTIN AVE & MEATS AVE R 08/09 12 06/07 09/10 $ 1,327,818 Sept-07 Sept-08
ORANGE 00-ORNG-MPAH-3144 ’\CASLNP;LF:\‘E)ET WIDENING (260" N/O PALMYRA TO 300 $/0 Cc 08/09 12 08/09 09/10 $ 351,508] March-07 Sept-08
STANTON 00-STAN-GMA-3187 BEACH/STANFORD INTERSECTION IMPROVEMENTS Cc 07/08 24 07/08 09/10 $ 60,000 Sept-06 Sept-08
STANTON 03-STAN-HIP-1219 gsgggéSTTANFORD INTERSECTION IMPROVEMENT Cc 07/08 24 07/08 09/10 $ 124,080 Sept-06 Sept-08
Prior Delay Requests
Aliso Viejo 05-ALSO-TDM-2330 Bike Trail in SCE ROW C 07/08 12 07/08 08/09 $ 196,914{ March-08
Anaheim 00-ANAH-GMA-3002 East Street/SR-91 Interchange C 06/07 24 04/05 08/09 $ 100,000 Sept-06 March-07
Anaheim 00-ANAH-RIP-3008 East Street at SR-91 Freeway C 06/07 24 04/05 08/09 $ 817,036 Sept-06
Anaheim 03-ANAH-IIP-1016 Kraemer Blvd./ La Palma Ave Intersection C 07/08 12 04/05 08/09 $ 598,181 Sept-07
Anaheim 03-ANAH-MPAH-1019 Brookhurst St. - S/P Ball Rd. to N/O Katella Ave E 07/08 24 06/07 09/10 $ 114,400 Sept-07
Anaheim 03-ANAH-MPAH-1019 Brookhurst St. - S/P Ball Rd. to N/O Katella Ave R 08/09 12 06/07 09/10 $ 6,722,425 Sept-07
Anaheim 03-ANAH-RIP-1242 Gene Autry Way (West) / I-6 Fwy Interchange C 06/07 24 03/04 08/09 $ 4,270,500 Sept-06
Anaheim 97-ANAH-SSP-2004 Katella Ave (Humor to Jean) C 07/08 12 06/07 08/09 $ 4,400,000 Sept-07
Anaheim 99-ORCO-GMA-1038 Brookhurst/ Katella - Ball E 07/08 24 04/05 09/10 $ 250,000 Sept-07
Brea 03-BREA-IP-1032 Birch & Kraemer C 06/07 24 06/07 08/09 $ 932,320 Sept-07
Buena Park 05-BPRK-SIP-2338 Lincoln Ave (Valley View to Knott) Interconnect C 05/06 24 05/06 09/10 $ 65,000{ March-06 March-08
Buena Park 05-BPRK-GMA-2661 Signal Coordination Malvern/Chapman/l.aMirada [of 07/08 24 05/06 09/10 $ 80,0001 March-06 March-08
Buena Park 05-BPRK-GMA-2750 Bus Bays on Beach Blvd (I-5 to Rosecrans) o4 06/07 12 06/07 08/09 $ 58,000 March-07
Buena Park 05-BPRK-RIP-2656 Beach Blvd/SR 91 Eastbound Ramps Widening o] 06/07 24 06/07 08/09 $ 530,613 March-07
Buena Park 97-BPRK-GMA-1033 Artesia Blvd Improvement @ 1-56 FWY [ 06/07 24 04/05 08/09 $ 240,000 Sept-07
Costa Mesa 05-CMSA-IIP-2093 Newport/19th St Intersection Improvement (o} 06/07 24 06/07 08/09 $ 2,500,000 Sept-07
Costa Mesa 05-CMSA-1IP-2254 Newport/17th St Intersection Improvement [o] 06/07 24 06/07 08/09 $ 1,477,000 Sept-07
Costa Mesa 99-CMSA-GMA-1028 Newport Boulevard 19th to 17th St. C 06/07 24 07/08 08/09 $ 920,290 Sept-07
Costa Mesa 05-CMSA-GMA-2627 Fairview Road/ Adams Avenue GMA E 07/08 12 07/08 08/09 $ 60,000| March-08
County 03-ORCO-MPAH-1071 Alton Parkway R 07/08 12 07/08 08/09 $ 654,005| March-08
County 05-ORCO-GMA-2084 Red Hill Avenue C 08/09 12 08/09 09/10 $ 240,000f March-08
County 05-ORCO-GMA-2084 Red Hill Avenue R 08/09 12 08/09 09/10 $ 50,000f March-08
County 07-ORCO-GMA-2834 Oso/Antonio Parkway E 07/08 12 07/08 08/09 $ 350,000} March-08
County 97-ORCO-5SP-2009 Katella Ave {100’ e/o Jean to Magnalia) C 07/08 12 07/08 08/09 $ 2,992,000} March-08
Cypress 03-CYPR-MPAH-1079 Reptacement of Del Amo Bridge C 05/06 24 05/06 09/10 $ 105,012| March-06 March-08
Dana Point 00-DPNT-GMA-3058 Pacific Coast Highway Improvements C 06/07 24 02/03 08/09 $ 125,000 Sept-06
Garden Grove 03-GGRV-1IP-1103 Harbor/Lampson % 07/08 24 07/08 09/10 $ 326,930 March-08
Garden Grove 03-GGRV-1IP-1104 Gairview/Trask C 07/08 24 06/07 09/10 $ 512,789 Sept-06
Garden Grove 03-GGRV-IIP-1105 Euclid/SR-22 EB On-Ramp C 07/08 24 07/08 09/10 $ 353,288 Sept-07
Garden Grove 03-GGRV-[IP-1108 Brookhurst/Garden Grove Blvd C 07/08 24 08/07 09/10 $ 537,910 Sept-06
Garden Grove 03-GGRV-HIP-1107 Euclid/Hazard C 06/07 24 05/06 08/09 $ 301,663{ March-07
Huntington Beach  {03-HBCH-TDM-1114 Pacific Coast Highway Transit Center [ 05/06 12 05/06 08/09 $ 150,000| March-06 Sept-07
Irvine 03-IRVN-GMA-1116 Barranca Parkway/Redhill Ave Intersection C 07/08 12 07/08 08/09 $ 200,000{ March-08
irvine 05-IRVN-11P-2032 Barranca at Redhill C 07/08 24 07/08 09/10 $ 2,500,000| March-08
Irvine 98-IRVN-GMA-1100 Pkwy/Dyer Ir ion & Redhill [+ 07/08 12 07/08 08/09 $ 125,000 March-08
irvine 00-IRVN-GMA-3095 San Diego Creek & Culverdale Bicycle Trail Lighting [} 05/06 12 05/06 08/09 $ 150,000 Sept-06 Sept-07
Irvine 00-IRVN-TDM-3108 San Diego Creek & Culverdale Bicycle Trail Lighting C 05/06 12 05/06 08/09 $ 67,003 Sept-06 Sept-07
irvine 03-IRVN-1IP-1124 Culver/Walnut Intersection C 06/07 24 06/07 09/10 $ 644,144  March-07
Irvine 03-IRVN-1IP-1124 Culver/Walnut Intersection R 05/06 12 08/07 08/09 $ 733,702 March-06 Sept-07
La Habra 05-LHAB-1IP-2431 Whittier Blvd/Beach Blvd Intersection Improvements C 08/09 24 08/09 10111 $ 765,731 March-08
La Habra 05-LHAB-1IP-2431 Whittier Blvd/Beach Blvd Ir ion Impro E 07/08 24 07/08 09/10 3 78,873 March-08
La Habra 05-LHAB-IP-2431 Whittier Blvd/Beach Blvd Intersection Improvements R 07/08 24 07/08 09/10 $ 295,954| March-08
La Habra 05-LHAB-MPAH-2608 Imperial Hwy. Smart Street from LA County to Rose C 06/07 24 06/07 08/09 $ 1,769,037] March-08
La Habra 97-LHAB-SSP-2012 Imperial {LAC to Harbor) C 05/06 12 00/01 08/09 $ 6,908,000} March-06 March-08
La Habra 00-LHAB-TDM-3115 Coyote Creek Bikeway C 06/07 24 02/03 08/09 $ 81,320 Sept-07
La Habra 03-LHAB-IIP-1141 Euclid St and Lambert Rd Intersection Improvements C 07/08 24 07/08 09/10 $ 126,396 March-07
La Habra 03-LHAB-IIP-1141 Euclid St and Lambert Rd Intersection Improvements E 07108 24 07/08 09/10 $ 10,266| March-07
La Habra 05-LHAB-GMA-2632 Harbor Bivd at Lambert Rd Intersection Improvement [od 08/09 12 08/09 09/10 $ 284,000 March-07




Combined Transportation Funding Program
Delay Report - September 2008

Agency Project # Project Title frocal Months OB Proposed  amount Dl':y Dze':gy 3rd Delay
La Habra 05-LHAB-1IP-2416 Whitter Blvd/Idaho St. Intersection Improvements C 08/09 12 08/09 09/10 $ 329,110} March-07
La Habra 05-LHAB-1IP-2416 Whittier Bivd/idaho St. intersection Improvements E 07/08 24 07/08 09/10 $ 33,899] March-07
La Habra 05-LHAB-IP-2416 Whittier Blvd/idaho St. Intersection Improvements R 08/09 12 08/09 09/10 $ 32,212} March-07
La Habra 05-LHAB-[IP-2597 Harbor Bivd at Lambert Rd Intersection Improvement R 07/08 24 07/08 09/10 $ 2,022,906§ March-07
La Habra 05-LHAB-MPAH-2568 Lambert Rd. Widen (West of Harbor) C 07/08 12 07/08 09/10 $ 351,103{ March-08 March-07
La Habra 05-L HAB-MPAH-2568 Lambert Rd. Widen {(West of Harbor) R 06/07 24 06107 09/10 $ 4,813,663 March-06 March-07
La Palma 03-LPMA-MPAH-1149 La Palma Ave/Del Amo Bivd C 05/06 24 05/06 08/09 $ 667,959| March-06
La Palma 03-LPMA-MPAH-1149 La Palma Ave/Del Amo Bivd E 05/06 12 05/06 08/09 $ 131,350{ March-06
La Palma 03-L PMA-MPH-1148 Walker St. / Marquardt Ave. over Coyote Creek C 39240 24 06/07 08/09 $ 469,486 March-07
Laguna Hills 03-LHLL-MPAH-1156 La Paz (Cabot Drive to 1-5) C 06/07 24 06/07 08/08 $ 1,061,647 March-07
Laguna Niguel 97-LNIG-GMA-1104 Avery Parkway Widening C 04/05 24 00/01 08/09 $ 522,000] March-06 March-08
Laguna Woods 00-LWDS-GMA-3125 Moulton Parkway @ E! Toro Road C 06/07 24 01/02 08/09 $ 500,000 Sept-06
Laguna Woods 03-LWDS-GMA-1165 El Toro Road / Mouiton Parkway C 06/07 24 04/05 08/09 $ 158,000 Sept-06
Laguna Woods 05-LWDS-1IP-2810 Moulton Parkway and £l Toro Road C 06/07 24 06/07 08/09 $ 1,839,776 March-07
Los Alamitos 03-LSAL-MPAH-1176 Los Alamitos Bld improvements Phase 2 C 05/08 12 05/06 08/09 $ 287,432] March-06 March-07
Newport Beach 03-NBCH-MPAH-1182 Jamboree Road Widening Project C 07/08 24 07/08 09/10 $ 951,478| March-08
QOrange 00-ORNG-11P-3142 Tustin Avenue & Chapman Avenue R 07/08 12 07/08 08/09 3 595,365 March-08
Orange 03-ORNG-IIP-1188 Katella Avenue Wanda Road Intersection Improvement [% 07/08 12 07/08 08/09 $ 51,002 March-08
Orange 05-ORNG-GMA-2566 East Orange Signal Coordination C 07/08 24 07/08 09/10 $ 156,000 March-08
Orange 05-ORNG-GMA-2730 Orange Rail Saftey Improvements C 06/07 36 08/07 09/10 $ 248,000 March-08
Orange 05-ORNG-S1P-2023 East Chapman Avenue Signal Coordination C 07/08 24 07/08 09/10 $ 167,365| March-08
Orange 05-ORNG-SiP-2023 East Chapman Avenue Signal Coordination E 07/08 12 07/08 08/09 $ 61,949 March-08
Qrange 00-ORNG-TOM-3148 Tustin Branch Trail C 06/07 24 02/03 08/09 $ 400,000 March-07
QOrange 03-ORNG-1IP-1186 Tustin Street and Meats Ave c 07/08 12 06/07 08/09 $ 732,247 Sept-07
Placentia 00-PLAC-GMA-3149 Bastanchury Road @ Kraemer Bivd [ 05/06 24 05/06 08/09 $ 50,000 March-06 March-08
Placentia 03-PLAC-IIP-1193 Alta Vista Street/Rose Drive Cc 05/06 24 05/06 08/09 $ 291,651 March-06 March-08
Placentia 03-PLAC-IIP-1194 Kraemer Bivd/Bastanchury Road C 07/08 12 07/08 08/09 $ 205,108] March-08
Placentia 05-PLAC-GMA-2551 Rose/Alta Vista Intersection Improvement Cc 07/08 12 07/08 08/09 $ 32,000 March-08
Placentia 05-PLAC-SIP-2546 B, y/Valencia Signal Extension C 07/08 12 07/08 08/09 $ 250,000 March-08
Placentia 03-PLAC-IIP-1194 Kraemer Blvd/Bastanchury Rd C 05/06 24 05/06 08/09 $ 205,109| March-08
Santa Ana 00-IRVN-RIP-3099 Altor/SR-55 Overcrossing and HOV E 06/07 12 02/03 08/09 $ 3,360,000 Sept-07 March-08
Santa Ana 02-IRVN-GMA-1004 AltorVSR-55 Overcrossing E 06/07 12 05/06 08/09 $ 200,000 Sept-07 March-08
Santa Ana 03-SNTA-SIP-1208 Bristol Street Traffic Management C 07/08 24 07/08 08/10 $ 234,000] March-08
Santa Ana 05-tRVN-GMA-2569 Alton Parkway/ SR-55 E 06/07 24 06/07 08/09 $ 255,000] March-08
Santa Ana 05-SNTA-GMA-2542 Alton/SR-55 Overcrossing and HOV Ramp E 07/08 12 07/08 08/09 $ 255,000{ March-08
Santa Ana 05-SNTA-GMA-2797 First Street Bridge Widening C 07/08 12 07/08 08/09 $ 400,000{ March-08
Santa Ana 05-SNTA-MPAH-2204 First Street Widening: Susan to Fairview C 07/08 12 07/08 08/09 $ 4,496,166 March-08
Seal Beach 97-SBCH-MPAH-1154 Seal Beach Bivd Overcrossing Widening at 1-405 C 05/06 24 00/01 09/10 $ 1,680,000{ March-06 Sept-07
Seal Beach 05-SBCH-GMA-2800 Lampson Avenue Controller Upgrade C 05/06 48 05/06 09/10 $ 33,500 Sept-06
Seal Beach 95-SBCH-GMA-1188 Seal Beach Blvd Bridge at 1-405 C 05/06 24 96/97 09/10 $ 382,250] March-06 Sept-07
Stanton 03-STAN-MPAH-1221 Garden Grove Blvd. Street Improvement Project C 05/06 24 03/04 09/10 $ 310,200| March-06 March-08
Tustin 05-TUST-GMA-2525 Tustin Commuter Rail Station Parking Structure C 08/09 12 08/09 09/10 $ 200,000 March-08
Westminster 05-WEST-RIP-2738 Beach/Edinger Ramp; -405 Improvements C 07/08 24 07/08 09/10 $ 888,000] March-07
Westminster 05-WEST-RIP-2738 Beach/Edinger Ramp; {-405 Improvements E 06/07 24 06/07 08/09 $ 200,000{ March-07
Yorba Linda 05-YLND-GMA-2735 Esperanza Road Bike Lanes C 06/07 24 06/07 08/09 $ 35,000 Sept-06

Phase C - Construction

Phase E - Engineering

Phase R - Right-of-way
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BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
V)%
From: Wendy Knowles, Clerk of the Board
Subject: Maintenance Agreement for Gateway Monument as Part of the

Santa Ana Freeway (Interstate 5) Gateway Project

Highways Committee Meeting of February 2. 2009

Present: Directors Amante, Cavecche, Glaab, Green, Mansoor, Nguyen,
Norby, and Pringle
Absent: Director Dixon

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Authorize the Chief Executive Officer to execute the Agreement for
Maintenance of Gateway Monument in the City of Buena Park between the
Orange County Transportation Authority and the California Department of
Transportation for annual maintenance of the gateway monument.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282}



OCTA

February 2, 2009

To: Highways Committee
From: Arthur T. Leahy, Chief Executive Officer
Subject: Maintenance Agreement for Gateway Monument as Part of the

Santa Ana Freeway (Interstate 5) Gateway Project

Overview

The Orange County Transportation Authority proposes to enter into a
maintenance agreement with the California Department of Transportation for
the new gateway monument. A maintenance agreement is required to establish
the roles and responsibilities for maintaining this gateway monument located
along the Santa Ana Freeway (Interstate 5) at the Artesia Boulevard
interchange in Buena Park.

Recommendation

Authorize the Chief Executive Officer to execute the Agreement for
Maintenance of Gateway Monument in the City of Buena Park between the
Orange County Transportation Authority and the California Department of
Transportation for annual maintenance of the gateway monument.

Background

On November 27, 2006, the Orange County Transportation Authority (Authority)
approved the conceptual design of a gateway monument at the
Orange-Los Angeles County line and directed staff to submit the monument
under the California Department of Transportation (Caltrans) Gateway
Monument Demonstration Program. At that time, the Board of Directors
authorized staff to include the gateway monument work as a change order to
the Santa Ana Freeway (Interstate 5) Gateway Project. On July 14, 2008, the
Authority Board of Directors selected the final design for the gateway
monument.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Maintenance Agreement for Gateway Monument as Part of the Page 2
Santa Ana Freeway (Interstate 5) Gateway Project

Discussion

According to Caltrans’ Guidelines for Gateway Monument Demonstration
Program, the Authority is responsible for the installation of the sign as well as
the funding and coordination of the monument maintenance. Staff has worked
with Caltrans to develop an agreement for maintenance of the gateway
monument that is located on Caltrans right-of-way in the City of Buena Park
(Attachment A). This document outlines the roles and responsibilities for the
Authority to maintain the monument that is near the southbound off-ramp for
Artesia Boulevard. There will be no costs exchanged with Caltrans in this
maintenance agreement.

The Authority will have ownership and full responsibility for maintenance of the
monument that includes the following key elements:

Remove debris

Remove dirt or graffiti

Provide electrical service; repair or replace lighting fixtures

Maintain structural integrity of the sign

Remove the sign if it creates a safety or operational concern due to
inadequate maintenance

The Interstate 5 Gateway Project general contractor, FCi/Balfour Beatty
Construction, Inc. (FCI/BBCI), is installing the monument as a change order
within the existing Caltrans freeway-widening contract. Maintenance of the
monument will be performed by FCI/BBCI on a time and materials basis until
the overall freeway construction work is completed in 2010. The Authority will
be required to assume responsibility for performing monument maintenance
after FCI/BBCI completes construction of the Interstate 5 Gateway Project.
Caltrans’ Guidelines for Gateway Monument Demonstration Program preclude
the Caltrans maintenance group from performing this work.

There are three options to continue maintenance of the gateway monument
once FCI/BCCI completes its construction work:

1. Utilize in-house staff resources to perform the maintenance services.
2. Contract for maintenance services with an outside vendor.
3. Contract with the City of Buena Park to maintain the monument.

The estimated annual cost for the gateway monument maintenance work is
$17,000 in 2009 dollars. Staff will evaluate the options and associated costs
and will submit a recommendation to the Board of Directors prior to completion
of the FCI/BCCI contract.






ATTACHMENT A

DRAFT

AGREEMENT FOR MAINTENANCE OF GATEWAY MONUMENT SIGN
IN THE CITY OF BUENA PARK

THIS AGREEMENT is made and entered into in duplicate, effective this day of

, 200 __, by and between the State of California, acting by and through its

Department of Transportation, hereinafter referred to as "STATE” and the Orange County
Transportation Authority, hereinafter referred to as the “AUTHORITY”, and collectively

referred to as “PARTIES.”

WITNESSETH:

A. WHEREAS, on Cooperative Agreements No.12-493 and No.12-493A-1 were executed
between AUTHORITY and STATE to construct a Gateway Monument Sign on State
Route 5, hereinafter referred to as “PROJECT”, and

B. WHEREAS, in accordance with the said Agreement it was agreed by PARTIES that prior
to or upon PROJECT completion, AUTHORITY and STATE will enter into a
maintenance agreement.

C. WHEREAS, this Agreement is necessitated as the result of AUTHORITY s proposal to
build the “PROJECT” at AUTHORITY s expense within STATE right of way. The
purpose of this Agreement is to document that AUTHORITY will resume ownership,
maintenance and full operational responsibilities of this PROJECT under conditions set
by STATE since AUTHORITY will be fully benefiting from this PROJECT.

D. WHEREAS, this Agreement is not meant to replace or supersede the earlier
agreement/agreements.

NOW THEREFORE, IT IS AGREED:

1. Exhibit A consists of plan drawings that delineated the PROJECT within STATE right
of way, which are the responsibility of the AUTHORITY to maintain in accordance
with this Maintenance Agreement.

2. MONUMENT SIGN (PROJECT)

AUTHORITY will have ownership and full maintenance responsibilities for this
PROIJECT, which are included but not limited to the followings:

a) AUTHORITY will maintain, at AUTHORITY s expense, the structural
integrity of this PROJECT. AUTHORITY will be fully responsible to
remove the PROJECT if it creates a safety or operational concern due to
deterioration or inadequate maintenance. The STATE will notify the
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AUTHORITY if it has determined the PROJECT requires special attention.
Failure of notification does not absolve AUTHORITY ofit is duty to
maintain, PROJECT at safe and satisfactory condition.

b) AUTHORITY will maintain, the PROJECT at AUTHORITY’s expense. Work
will include but is not limited to: removal of debris and cleaning and/or painting
for removal of dirt or graffiti.

c¢) AUTHORITY will be fully responsible for all the electrical services including but
not limited to energy bill, replacement/repair of any lighting fixture, which are
used in the letters.

d) AUTHORITY will be fully responsible for the structural integrity of this
PROJECT.

3. AUTHORITY must obtain the necessary Encroachment Permits from STATE’s
District 12 Encroachment Permit Office prior to entering STATE right of way to

perform AUTHORITY maintenance responsibilities. This permit will be issued at no
cost to AUTHORITY.

4. AUTHORITY agrees that the STATE can inspect the PROJECT with or without
giving notice to AUTHORITY. STATE will notify the AUTHORITY in writing of
any deficiency, giving 30 days time frame to AUTHORITY to rectify the defect
and upon AUTHORITY failing to do so can ask AUTHORITY to remove the
PROJECT or STATE can perform the work at AUTHORITY s expense.

5. LEGAL RELATIONS AND RESPONSIBILITIES:

A. Nothing within the provisions of this Agreement is intended to create duties or
obligations to or rights in third parties not parties to this Agreement or to affect
the legal liability of a PARTY to the Agreement by imposing any standard of care
with respect to the operation and maintenance of STATE highways and local
facilities different from the standard of care imposed by law.

B. Neither AUTHORITY nor any officer or employee thereof is responsible for any
injury, damage or liability occurring by reason of anything done or omitted to be
done by, under or in connection with any work, authority or jurisdiction
conferred upon STATE or arising under this Agreement. It is understood and
agreed that STATE shall fully defend, indemnify and save harmless
AUTHORITY and all of their officers and employees from all claims, suits or
actions of every name, kind and description brought forth under, including, but
not limited to, tortious, contractual, inverse condemnation or other theories or
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assertions of liability occurring by reason of anything done or omitted to be done
by STATE under this Agreement.

C. Neither STATE nor any officer or employee thereof is responsible for any
injury, damage or liability occurring by reason of anything done or omitted to
be done by AUTHORITY under or in connection with any work, authority or
jurisdiction conferred upon AUTHORITY or arising under this Agreement. It is
understood and agreed that AUTHORITY shall fully defend, indemnify and
save harmless STATE and all of its officers and employees from all claims,
suits or actions of every name, kind and description brought forth under,
including, but not limited to, tortious, contractual, inverse condemnation or
other theories or assertions of liability occurring by reason of anything done or
omitted to be done by AUTHORITY under this Agreement.

6. EFFECTIVE DATE

This Agreement shall be effective upon the date appearing on its face, it being
understood and agreed, however, that the execution of this Maintenance
Agreement shall not affect any pre-existing obligations of AUTHORITY to
maintain other designated areas until a written notice from STATE has been
issued that work in such areas, which AUTHORITY has agreed to maintain
pursuant to the terms of a Agreement, has been completed.
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IN WITNESS WHEREOF, the parties hereto have set their hands and seals the day and year
first above written.

ORANGE COUNTY TRANSPORATION STATE OF CALIFORNIA

AUTHORITY DEPARTMENT OF TRANSPORTATION
WILL KEMPTON

By: Director of Transportation

Arthur T. Leahy
Chief Executive Officer

By
APPROVED AS TO FORM: Date
Deputy District Director
Maintenance

Kennard R. Smart, Jr.
General Counsel
Approved as to form:

APPROVAL RECOMMENDED:

Attorney*
Kia Mortazavi * If the template is followed there is no
Executive Director need for an approval or signature of the

Development STATE attorney.
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BOARD COMMITTEE TRANSMITTAL

February 9, 2009

To: Members of the Board of Directors
Wy
From: Wendy Knowles, Clerk of the Board

Subject: Adoption of Revisions to Orange County Transportation
Authority's Procurement Policies and Procedures

Executive Committee meeting of February 2, 2009

Present: Chairman Buffa, Vice Chairman Amante, Directors Cavecche,
Glaab, Nguyen, Norby, and Pringle
Absent: Director Campbell

Committee Vote

This item was passed by all Committee Members present.

Committee Recommendation

Approve the revisions to the procurement policies and procedures as
recommended by the Executive Committee and authorize staff to implement.

Note: Transmittal Attachment A is provided herewith. This document was
provided to Committee Members at the meeting, and reflects a revised
format for procurement-related staff reports.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



TRANSMITTAL ATTACHMENT A

OCTA
[Committee Meeting Date OR Board Meeting Date]

To: [Committee Name OR Members of the Board of Directors]
From: Arthur T. Leahy, Chief Executive Officer

Subject: [Subject Title]

Overview

[Begin Overview Here]

Recommendation(s)

[Begin Recommendation Here]

Discussion

[Begin Discussion Here}

Procurement Approach

[Begin Discussion Here]

Fiscal Impact

(Choose this paragraph if budgeted, otherwise delete this paragraph)

The project was approved in the [choose either Authority's or OCTA's]
Fiscal Year [Year] Budget, [Division/Department], Account
[Account Number], and is funded through
[Grant #, Local Transportation Fund whatever is correct] .

(Choose this paragraph if unbudgeted, otherwise delete this paragraph)
The project was not included in the fiscal year [Year] budget. Funds have

been transferred from Account(s) [Account Number], [description] to Account
[Account Number], [description].

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)




[Subject Title] Page 2

Summary
Based on the information provided, staff recommends award of Agreement

[Agreement number] to [Firm's name}, in the amount of [dollar amount], for
[service to be provided)].

Attachment(s)

A. [Exact title of Attachment A]
B. [Exact title of Attachment B}

If there is no attachment, type:
None.

Signature block goes at the very bottom of the page. Delete this prompt
before printing.

Prepared by: Approved by:

[Author's Name] [Executive Director's Name]
[Author's Title] Executive Director,

[Author's Phone Number] [Department Name]

[Executive Director’'s Phone Number]

Virginia Abadessa

Director, Contracts Administration &
Materials Management
714-560-5623



1.

2.

STAFF REPORT QUESTIONS FOR OVERVIEW SECTION

What are you asking the Board to approve — agreement, amendment, give
direction etc.

Indicate topic of the agreement. Include the background or circumstance
surrounding the topic.

Examples

1.

Consultant Selection- In 2004, the Orange County Transportation Authority
developed a comprehensive emergency management plan in accordance with
Standardized Emergency Management System protocol. Public transit agencies
are required to comply with national Incident Management Systems protocol and
provide employees with training on the emergency response plan. To address
both an update to the 2004 plan and to develop the expertise in-house for a
comprehensive on-going training program, staff initiated a competitive
procurement for consulting assistance to achieve these goals.

Amendment - On June 12, 2006, the Board of Directors approved a two year
agreement with (firm's name), in the amount of $235,335, to provide mobility
planning services. The mobility planning service is training that teaches senior
citizens and persons with disabilities to use the fixed route bus service. An
amendment is necessary to exercise first year option term of the agreement.

IFB — The Orange County Transportation Authority needs to re-stripe a portion of
the Santa Ana Base to provide additional bus parking spaces. In addition,
repairs to joint sealant are needed. The project is ready for construction and
Board of Directors’ authorization is requested.

Architectural/Engineering - The Orange County Transportation Authority intends
to prepare construction plans for a soundwall along the San Diego Freeway
(Interstate 5) near EI Camino Real. Proposals were solicited from architectural
and engineering firms and consultant selection is required.

revised June 18, 2008 1



STAFF REPORT QUESTIONS FOR RECOMMENDATION SECTION

Indicate what action the Board needs to take.

Indicate total dollar amount of agreement; if an amendment indicate what the
revised agreement amount, including this amendment, will be.

if budget authority is needed, include the request as a separate recommendation.

Examples

1.

Consultant selection:  Authorize the Chief Executive Officer to execute
Agreement No C-8-0119 between the Orange county Transportation Authority
and (firm's name), in the amount of $199,850, to provide an emergency
management plan training program from July 1, 2008 through September 30,
2010.

Amendment - Authorize the Chief Executive Officer to execute Amendment No. 1
to Agreement No. C-5-3038 between the Orange County Transportation
Authority and (firm’'s name), in the amount of $247,645, for mobility planning
services through June 30, 2010, for a total contract amount of $482,980.

IFB - Authorize the Chief Executive Officer to execute Agreement No. C-7-1488

between the Orange County Transportation Authority and (firm's name), the
lowest responsive, responsible bidder, in the amount of $109,000, for the
construction of pavement striping and joint sealant at the Santa Ana Base.

Architectural/Engineering —

A. Select (firm’'s name) as the highest qualified firm to provide design services
for the preparation of plans, specifications, and estimates for Ef Camino Real
soundwall.

B. Authorize the Chief Executive Officer to request a cost proposal from (firm's
name), and negotiate an agreement for their services.

C. Authorize the Chief Executive Officer to execute the final agreement.

revised June 18, 2008 1



STAFF REPORT QUESTIONS FOR DISCUSSION SECTION

Use as many points as necessary listed below to tell your story

1.

© ® N o o pw N

-—t -
- O

12.
13.
14.
15.

What products or services are we buying?
Why are we purchasing them?

Is this purchase part of a Board approved project or plan? (i.e. supports projects
in approved Early Action Plan, Long-Range Plan, CBP?)

Who is the incumbent?

~ Why is it important to do this work now?

What is the business reason for this work?

Have alternatives been considered?

Is there a sense of urgency with this project?

What would be the consequences if we did not do this project/buy this good?

Are there past Board actions that relate to this project or to the direction you are
now taking?

What is the historical perspective on project, if any?
Discuss roles and responsibilities of each party?
What is the benefit of this arrangement to OCTA?

What do we get for our investment?

revised June 18, 2008 1



STAFF A‘REPORT QUESTIONS FOR PROCUREMENT APPROACH

1 What type of procurement process did we use (A&E, professional & tech., public
works)?

2. What type of contract is this? Firm Fixed Price? Time &Expense? Architectural
& Engineering?

3. Are there any special rules governing the type of contract?

4. Was this competitively bid or is this a sole source?

o
O

If sole source, why?

If competitively bid, describe process — Board approved scope required?
Posted on CAMM NET? Advertised? How many firms: a) received RFP,
b) attended the pre-proposal/pre-bid conference? What were the
evaluation criteria details/percentage weights? If the evaluation criteria
are not the standard 25% for each criterion, add a paragraph that explains
why the standard was not used. What was the composition of the
evaluation committee? How many proposals/bids were received? Were
all proposals evaluated If not, why not? Was there a short-list? How was
the short list decided, were all firms in the competitive range? How many
firms were interviewed? Who were the finalists?

Proposal Information

1. Qualifications of Firm — add weight percentage to each criteion

O

O
O

Which firm ranked highest? Why? Compare and contrast top firms,
especially if close in scores.

Were the top firms’ qualifications close or not, and why?

What was the top ranked firm’s background? (Summarize experience and
provide information about other clients.)

Where there any distinguishing characteristics about the qualifications of
the recommended firm?

2. ‘Staffing and Project Organization

O

O
@]
O

O

Which firm ranked highest in this area?

What is the experience of the recommended firm's project manager?

Is the team local or not? Does it matter?

What is the organizational structure of the project team? Is this a rationale
or optimal approach for delivering the product/service?

Compare and contrast the recommended firm's staffing plan with other
short listed firm’s staffing plan.

3. Work Plan

O
(@]

Which firm ranked highest in this area? Why?
Was the work plan clear or are deliverables open to interpretation?
» Are all tasks addressed? If not, what are exceptions and deviations

revised June 18, 2008 1



STAFF REPORT QUESTIONS FOR PROCUREMENT APPROACH

4, Pricing (non-A&E)

o Which firm provided best value? Why? What was the difference in cost
between recommended firm and lowest responsive/responsible bidder or
lowest proposed price firm (if not same)?

o If not awarding to the lowest priced firm, why not?

o Is pricing information clear or open to interpretation i.e. are we clear what
we are getting or open to change orders or scope modifications?

o s this a one-time purchase? Are there reoccurring costs or ongoing
operating expenses (maintenance agreements licenses)?

o If yes, how much and how will they be paid for?

S. Synopsis
o  Why overall the firm/team is better

revised June 18, 2008 2



STAFF REPORT QUESTIONS FOR FUNDING / FISCAL IMPACT

1. How are we paying for these products or services? (funding source)
2. Was this included in the approved budget? if no, why not?

o If no, is a budget amendment required?

o If yes, which account will money come from?

3. Is this a one-time purchase? Are there reoccurring costs or ongoing operating
expenses (maintenance agreements licenses)?

o If yes, how much and how will they be paid for?
4 Is the account code the same as the account code used in the requisition?

revised June 18, 2008 1



STAFF REPORT QUESTIONS FOR SUMMARY

1. Summarize why top firm is recommended.
2. What action is required — what is the specific recommendation?
3. What are the next steps after this approval?

revised June 18, 2008 1



COST & PRICE ANALYSIS -

Example

Step 1: Apply Formula to Cost/Price

Lowes‘t Price Submittal
Price Submittal

Price Submittal Score =

o Numerator is always the lowest price proposal submitted
o Denominator is the price proposal you are evaluating.
o Example: P1=$1,000; P2=1,150; P3=1,200; P4=1,300

P1=100%
$1.000 = g79, P2= 87%
$1.150 P3= 83%

P4= 77%



COST& PRICE ANALYSIS -

Example

Step 2: Convert percentage from formula to
current 1 to 5 grading criteria.

o P1=100% X 5 = 5.0
o P2= 87% X & = 44
o P3= 83% X &5 = 42
o P4= 77% X &5 = 3.9



OCTA

February 2, 2009

To: Executive Commit/tee
From: Arthur T. Leahy{QChief Executive Officer
Subject: Adoption of Revisions to Orange County Transportation

Authority's Procurement Policies and Procedures

Overview

The Orange County Transportation Authority has adopted procurement policies
and procedures that guide all procurement activity. Over the past several
months, the Executive Committee has been discussing possible changes to the
procurement process.

Recommendation

Approve the revisions to the procurement policies and procedures as
recommended by the Executive Committee and authorize staff to implement.

Background

The Orange County Transportation Authority (OCTA) has an extensive set of
policies and procedures that govern the procurement of all goods and services.
From time to time, the OCTA Board of Directors (Board) makes changes to the
procurement process. During this fiscal year, recommendations to change
certain aspects of the procurement process surfaced from Board Members,
OCTA staff, outside agencies, and as part of organizational assessments.
These recommendations have been classified into four general procurement
themes: fairness, transparency, oversight, and timeliness. In 2008, the
Executive Committee agreed to review and provide direction for future changes
to the procurement process. Contracts Administration and Materials
Management (CAMM) staff has been working with the Executive Committee to
help determine and refine the issues raised.

Discussion

One of the fundamental changes resulting from the discussions with the
Executive Committee is development of a quarterly procurement report. This

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 /(714) 560-OCTA (6282)



Adoption of Revisions to Orange County Transportation Page 2
Authority's Procurement Policies and Procedures

report will provide the Board with an opportunity to review the procurement
activity that occurred over the past three months as well as give the Board a
preview of what procurements and solicitations are being planned for the next
quarter. The quarterly report will provide the Board with a clear picture of all of
OCTA'’s procurement activity.

With the quarterly report serving as the foundation for discussing changes to
the procurement process, the Executive Committee reviewed
14 recommendations. These recommendations focused on ensuring that
OCTA has an open and transparent procurement process, on streamlining the
procurement process and on providing full disclosure to the Board on
procurement activity. The Executive Committee conceptually agreed to several
of the 14 recommended changes. Staff is recommending the following
changes be adopted:

¢ Provide budget information to bidders

¢ Allow for early notification of recommended firm

¢ Encourage the use of small businesses without the establishment of a
formal small local business program

¢ Include contract history of short-listed firms in staff reports

¢ Strengthen the “Disclosure of Impartiality and Confidentiality” form signed
by proposal evaluation committee members

o Allow more flexibility by issuing a request for proposals (RFP) with multiple
awards for similar projects

e Adopt recommendations from Internal Auditor to streamline price reviews

» Increase the dollar threshold for taking options to the Board from $100,000
to $250,000

¢ Revise the procedure for the Board to approve draft RFPs and invitation for
bids over $1,000,000 by foregoing Board committee review and scheduling
the draft solicitation for discussion only at the Board meeting

e Increase the dollar threshold for Board approved procurements to
$250,000; with annual increases based on the Consumer Price Index in
increments of $25,000

e Increase the dollar cap on Board-approved amendments from $100,000 to
$250,000

e Adopt a formal procedure for making changes to the Board-approved
procurement process

Attachment A provides a description of each issue and the recommendations
made by the Executive Committee.



Adoption of Revisions to Orange County Transportation Page 3
Authority's Procurement Policies and Procedures

Summary

A review of Orange County Transportation Authority’s procurement policies
and procedures has been conducted. The Board of Directors is requested to
approve the revisions to procurement policies and procedures identified in
Attachment A as recommended by the Executive Committee.

Attachments

A Procurement issues

B. Small Business and Local Preference Programs

C. Orange County Transportation Authority Declaration of Impartiality and
Confidentiality Form

D Internal Audit Department Interoffice Memo dated October 27, 2008,
Price Reviews

Prep 'ed by: Approved by:

g ALKt ) Kora—

irginj Abadessa jrfes S. Kenan

Dlrect{)r Contracts Administration and ecutive Director,
Materials Management \_ Finance and Administration
(714) 560-5623 714) 560-5678

1
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ATTACHMENT B

Small Business and Local Preference Programs

In response to a request from the Executive Committee, staff investigated area cities
that may have programs geared toward helping small and/or local businesses. Both the
City and County of Los Angeles and the City of Long Beach have programs in place to
assist small and local businesses win government contracts.

City of Los Angeles

Small local businesses certified with the City of Los Angeles are given a preference
applied to contracts of $100,000 or less. The contracts must be competitively bid. A
10 percent preference (discount) is given to the bids of a company who is certified as a
small local business. The preference is determined by taking 10 percent of the lowest
bid that is proposed by a non-certified company and subtracting that amount from the
bid of the certified small local business. |f after the preference the small local business’

bid is less than or equal to the lowest non-certified bid, the small local business will be
awarded the contract.

To qualify as a small local business, the company must have a City of Los Angeles
business tax registration certificate and have gross business receipts less than
$3 million for the previous year. Certification is good for a one year period.

County of Los Angeles

Qualified small local businesses may be entitled to a 5 percent reduction in the
cost/price component of their bid or proposal when bidding for goods and services in
response to a solicitation. The reduction is for bid/proposal evaluation scoring only and
does not impact the amount of the contract award. The actual preference is calculated
based on the cost/price section for the lowest most responsive and responsible bid
amount. For solicitations in which the award is based on the lowest responsive and
responsible bid, the small local business preference is equal to five percent of the
lowest bid amount. For solicitations based on other factors than just the lowest
cost/price, the 5 percent preference is calculated on the cost/price portion of the lowest
responsive proposal. For the small local business, the cost/price component is scored
based on their original price minus the “preference” amount.

To qualify as a small local business, the company must have their principal office
located within the County of Los Angeles for at least the previous 12 months and be
certified as a small business enterprise with the State of California.



City of Long Beach

The City of Long Beach does not have a small business program but does have a
program for awarding contracts to local firms. In an effort to expand business
opportunities for Long Beach-based businesses, a 5 percent local preference is applied
on bids for materials, equipment, supplies and non-professional services. If a Long
Beach business is within 5 percent of the lowest bid, then, the Long Beach business will
receive the award. This program applies to contracts and purchase orders up to
$100,000.

To qualify for this program, the business must have a current valid business license
from the City of Long Beach showing a place of business within the city limits.



ATTACHMENT C

ORANGE COUNTY TRANSPORTATION AUTHORITY
DECLARATION OF lMPARTIALIITY AND CONFlDENTIALITY

1, , have been named as an Evaluation Commitiee
member for Request For Proposals (RFP) ____, or have
otherwise been authorized to be a party to confidential information concerning this
procurement based on a “need to know” basis.

[, and each member of my immediate family, have no known conflict of interest, whether
contractual, ownership (including but not limited to any ownership interest in any
corporation, partnership, association or other legal entity, or any stock option or other
rights pertaining to any such entity) involving the firms who submitted a proposal for this
procurement.

I, and each member of my immediate family, are not presently employed, do not
have a pending employment offer, and for the past twelve months have not
received any compensation from any of the entities or individuals who submitted
a proposal for this procurement. '

If any such conflict of interest comes to my knowledge at any time during the solicitation
period, a full and complete disclosure shall be made in writing immediately to the
Director, Contracts Administration and Materials Management.

| acknowledge the importance of confidentiality and professionalism in the procurement .
process, and affirm that | will not divulge any confidential information conceming this.
procurement to any person, except to other committee members and others specifically
authorized to know such information, until after conclusion of the award- process,
provided, however, | shall not at any time divuige, other than to authorized persons,
information designated by the Orange County Transportation Authority as remaining
privileged or confidential after contract award. Confidential information shall include
contents of proposals and pre-negotiation positions.

Name:

Signature

Date: |

Title:




ATTACHMENTD

~ INTEROFFICE MEMO
October 27, 2008

To: Vlrgmra Abadessa Dlrector _ .
.Contracts and: Materlals Management Department

From: ' }'Kathleen 0} Connell Manager
- . internal Audit Department
Subject: Price Reviews -

Summary

The Orange County Transportatlon Authorxty (OCTA) has acceterated its
Measure M2 program through the Early Action Plan and is seeking to continue
- this momentum with a more stream-lined process for procurements, including
required pre-award cost and price analysis (price reviews). Recently, the
Internal Audit Department (Internal Audit), which conducts the reviews at the
‘request of the Contracts Administration and Materials Management (CAMM)
Department ‘has been. asked to provide information. conceming pre-award
- price reviews for Architectural.and Engineering (A&E) procurements and, more
. specmcally, for fixed price A&E contracts. Internal-Audit has researched the
- requurements and is prowdrng henem some recommendatlons for lmprovmg

- this process

- | Ba_ckgr‘oun_d

~Internal Audit has historically provided assistance to the CAMM Department
- during their negotiation of A&E contracts. Because California law requires that
the selection of A&E contract services be on.the basis of demonstrated
- competence and professional quallﬂcatrons and that cost not be included as
criteria for rating such consultants’, OCTA does not request a cost proposal
until after the final evaluation team ranking  has been determined and
approved by the Board of Directors. Fo||owmg contractor submission of a cost

proposal, CAMM. requests Internal Audrt’s asmstance in performing a
pre-award prrce review of the proposal. :

~internal Audits procedures “discussed more specrf" cally below are generally
~designed to ensure that the contractor's cost proposal was developed using
‘accurate direct |abor rates, overhead rates and a reasonable profit. The pnce :

! California Governrnent Code, Chapter 10, Sections 4525 through 4529.5 -



' review also consrders the rellablhty of the contractors accountmg system lnv
- recording prolect costs and the contractor s financial stabuhty

-The price review generally does not consrder the hours or composition of
staffing (level of effort) required for the work, as these are technical
‘specifications and estimates that are independently reviewed and evaluated

by OCTA's.project manager generally in the Development DIVISIOH '

- Staff from the Development Dlvrslon has_questloned._the level of detailed work
performed by internal auditors where fixed price contracts will be negotiated
with the contractor. Deveiopment has argued, not unreasonably, that Internal
Audit's procedures often ignore the level of effort requirements of the work and
instead focus on hourly rates. The results of the price reviews are generally

minor rate adjustments which do not affect a matenat change in the final
. negotrated fixed priced A&E contract. :

As a result of these d:scuss:ons internal Audlt has evaluated what we do,
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